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BEARING ON THE REAUTHORIZATION OF THE
HIGHER EDUCATION ACT OF 1965: NEED
ANALYSIS

WEDNESAY, JULY 31, 1991

BEousg OF REPRESENTATIVES,
SUBCOMMITTFZ ON POSTSECONDARY EDUCATION,
CoMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:30 a.m,, Room
2175, Rayburn House Office Building, Hon. William D. Ford [Chair-
man) presiding.

Members present: Representatives Ford, Hayes, Sawyer, Serrano,
Andrews, Jefferson, Reed, Roemer, Kildee, Coleman, Klug, Rouke-
ma, Gunderson, and Barrett.

Staff present: Thomas Wolanin, staff director; Maureen Long,
legislative assistant/clerk; Gloria Gray-Watson, administrative as-
sistant; and Rose DiNapoli, minority staff director.

Chairman Forp. I am pleased to convene the Subcommittee on
Postsecondary Education for this, the 43rd of a series of 44 hear-
ings on the reauthorization of the Higher Education Act. I'm trying
not to reveal the feeling of relief I have to get closer to the end of
the 44 hearings.

Today is the first of two hearings the subcommittee will conduct
on the issue of need analysis. These hearings are being held at this
time because the National Association of Student inancial Aid
Administrators is in Washington this week for their annual confer-
ence. I would especially like to welcome the aid administrators who
are with us this morning to help the committee.

Tnday, we will hear from a distinguished panel of witnesses on
their suggestions for reforms for the Federal need analysis con-
tained in the Higher Education Act. These need analyses, known as
the Pell Need Analysis and Congressional Methcdology, are the for-
mulas that are used to determine the need of students for the pur-
pose of distributing Federal aid.

We have before us representatives from the administration, the
students, institutions, teachers, and aid administrators, the College
Board, which played a historical role in the development of nred
analysis, and the Advisory Committee on Student Financial Assist-
ance, which Congress created during the last reauthorization to
advise us on need analysis and other issues.

I'd like to extend a special welcome to Michael Farrell, the
Acting Assistant Secretary for the Office of Po: zcondary Ecuca-
tion, for' his fourth appearance here before us. iie is becoming a

(1)
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regular at the table and has been doing yeoman’s work in repre-
senting the administration’s point of view here. I look forward to
the suggestions and comments of our witnesses.

Mrs. Roukema?

Mrs. Roukema. Thank you, Mr. Chairman. I will confine my re-
marks to my testimony tomorrow. I am most eager to hear what
Mr. Farrell, on the panel, has to say. I have a conflict with a
markup in the Banking Committee, but I do welcome the panelists
here today. Thank you.

Chairman Forp. Are you testifying tomorrow?

Mrs. RoukeMA. That was my understanding. Has the time been
changed?

Chairman Forp. I didn’t know you were testifying.

M:zs. ROUKEMA. I didn’t know it either until today. Yes, I am tes-
tifying tomorrow, Mr. Chairman.

Chairman Forp. If you're going to testify I'll come early.

Mrs. Roukema. I hope so.

Chairman Forp. Mr. Hayes?

Mr. Hayrs. Thank you, Mr. Chairman.

I too have a conflict about being in another subcommittee meet-
ing shortly, but I did want to introduce and welcome a fellow Chi-
cagoan, Ms. Sharon Thomas-Parrott, of DeVry Incorporated.
Sharon is the vice president, I think people ought to know, of Gov-
ernment Relations of DeVry, Inc.

She is a proud graduate of the public schools in Chicago, having
attended, I understand, the school where one of my deughters,
Charlene, went. Me. Parrott reccived her bachelor of arti: degree,
as well a3 a master’s degree, at the University of Illinois.

For ... last 20 years, she has toiled in the field of higher educa-
tion, including a stint with the Department of Education Student
Financial Aid Assistance Division. Aside from Ms. Parrott’s duties
at DeVry, she served on the committee of the College Board.

I want to welcome Ms. Parrott here to?. v and personally thank
her for her efforts on behalf of DeVry, an institution known
throughout Chicago and the Nation. DeVry is known as an institu-
tion which provides high quality career-oriented education pro-
grams in business and technology to a diverse student population.

In the 1989 and 1990 school years, 31 percent of buccalaureate
degrees in computer information systems awarded to black and
Hispanic students by all colleges and universities were granted by
DeVry. This, I believe, is quite a significant contribution. I com-
:inend DeVry for its commitment to the education of minority stu-

ents.

Again, please let me welcume Ms. Parrott to the committee and I
look forward to her, ulong with other witnesses, insight on the
issue of need analysis.

Thank you, Mr. Chairman, for allowing me the time even though
I have to run.

Chairman Forp. Mr. Barrett?

Mr. BArrerT. I would also welcome our panel of exrerts, Mr.
Chairman. No opening statement.

Thank you.

Chairman Forp. Mr. Roemer?
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Mr. RoEMER. Thank you, Mr. Chairman. I just have a very brief
opening statement. I too would like to welcome the distinguished
panelists to our hearing this morning. I look forward to hearing
their insights on such an important topic.

We just had a field hearing in Sout Bend, Indiana, last Friday,
where we discussed the need analysis. We had very enlightening
testimony from different students in my district. I look forward to
Ms. Shaw'’s testimony this morning to get her very candid and
frank remarks.

During the course of the field heariug, we heard three themes
from students in their testimony; they were eligibility, integrity,
and simplicity. I hope we hear those words today and we hear some
answers.

Finally, Mr. Chairman, I also would like to weicome Joe Russo,
who is in the audience. He is the Financial Aid Director at the
University of Notre Dame, who testified at our field hearing. One
final comment from the mother of one of our students at the field
hearing I think said something very simply and articulately when
she was talking about the financial aid form. She said, “You need a
college degree just to fill out an application to go to college.”

I hope we get some answers out there trom the panel as to how
we simplify the process and make it more fair for our students and
our nor. traditional students going to school. Thank you, Mr. Chair-
man.

Chairmar. Foxp. Mr. Sawyer?

Mr. SAWYER. Mr. Chairman, I will forego an opening statement if
the rest of the committee will agree to he.ve what I have written
included in the record at the appropriate time.

Chairman Forp. Without cbjection.

[The prepared statement of Hon. Thumas C. Sawyer follows:]

StaTeMENT OF HoN. THoMAS C. SAWYER, A REPRESENTATIVE IN CONGRESS FROM THE
Srate or OHIO

The formula and process used to determine how much financial assistance @ stu-
dent needs to attend college—or need analysis—is the underpinning of the financial
aid programs in the Higher Education Act. )

How hard it is to fill out an application for financial aid, whether a student is
charged for the application determines which students apply.

Once a student does appl[\)r, the formula used to determine how much that student,
and the family, can contribute to the costs of higher education, often decides who
actually goes to college. .

We must make sure that the process of applying for Federal financial aid is as
simple and accessible as possible, and that these Federal funds are distributed in a
wav that gives the most help to the greatest number of students.

T look forwardc o hearing the ideas of our witnesses on this important issue.

Cheirman Foup, Mr. Reed?

Mr. Reep. Thank you, Mr. Chairraan. I have no formal opening
statemsent. 1 ar; just eager to listen to the witnesses.

Thank you very much, Mr. Chairman.

Chairman Forp. Thank you.

Now we call forward Mr. Mik: Farrell, Acting Assistant Secre-
tary, Office of Postsecondary Education, U.S. Department of Educa-
tion; Tajel Shah, student, Rutgers University, New Brunswick,
New Jersey; Dr. Stanley Koplik, Chairman, Advisor Committee on
Student IFinancial Assistance, Washington, : Ms. Sharon
Thomas-Parrott, Vice President for Government Relations, DeVry
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Incorporated, Evanston, Illinois; Ms. Elizabeth Hicks, Coordinator
of Financial Aid, Harvard University, Cambridge, Massachusetts;
Ms. Elaine Neely-Eacono, Director of Financial Aid, Education
Medical Incorporated, Alpharetta, Georgia; and Mr. Joel Packer,
Iﬁ%gislative Specialist, National Education Association, Washington,

I should point out to the student who is represented on the panel
this morning that we first met Joel in this committee many years
ago as a student lobbyist, and lie never lefi town. Right behind him
is another one. The two of them came here, I referred to them as
“those two raggedy kids hanging around here bugging us about the
students’ view on education.” They both stayed, and they are now
both professional hired guns for education associations.

Keep that in mind, and if somebody offers you a job here, think
about it a long time. You could end up like either one of them.

Chairman Forp. Mr. Farrell.

Without objection, the prepared statements of each of the wit-
nesses will be inserted in the record immediately following their
oral presentations this morning.

STATEMENTS OF THE HONORABLE MICHAEL FARRELL, ACTING
ASSISTANT SECRETARY, OFFICE OF POSTSECONDARY EDUCA-
TION, US. CEPARTMENT OF EDUCATION, WASHINGTON, DC;
TAJEL SHAH, STUDENT, RUTGERS UNIVERSITY, NEW BRUNS-
WICK, NEW JERSEY; STANLEY KOPLIK, CHAIRMAN, ADVISORY
COMMITTEE ON STUDENT FINANCIAL ASSISTANCE, WASHING-
TON, DC; SHARON THOMAS-PARROTT, VICE PRESIDENT FOR
GOVERNMENT RELATIONS, DEVRY INCORPORATLD, EVANS-
TON, ILLINOIS; ELIZABETH HICKS, COORDINATOR OF FINAN-
CIAL AID, HARVARD UNIVERSITY, CAMBRIDGE, MASSACHU-
SETTS; ELAINE NEELY-EACONA, DIRECTOR OF FINANCIAL AID),
EDUCATION MEDICAL, INC., ALPHARETTA, GEORGIA; AND JOEL
PACKER, LEGISLATIVE SPECIALIST, NATIONAL EDUCATION AS.
SOCIATION, WASHINGTON, DC

Mr. FArRreLL. Thank you, Mr. Chairman and members of the
committee.

Last night I was reviewing my testimony. As part of that I went
over a need analysis form. At that point I thought of phoning in
sick today. Despite that, I am here. I made it through the form; it
took some trying.

I am pleased to appear before the subcommittee to present ‘he
Department’s recommendations for modifying the need analysis
formulas that determine individual eligibility. The assistance pro-
grams have become an indispensable part of the college experience.

The results of need analysis must be an objective measurement
of the resources needed by a student to complete his or her studies.
Our proposal includes measures to simplify the application process,
provide equitable treatment, and reduce opportunities for fraud
and abuse.

Together with our Pell award rules, which are designed to direct
grant funds to those least able to pay and most likely to benefit,
our need analysis proposals would allow us to fund a significant in-
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crease in the maximum Pell Grant, $3,700 or 54 percent increase
over the current $2,400.

Access for economically disadvantaged students begins with the
student’s application for financial aid. Currently, we use two for-
mulas to determine individual eligibility for Federal aid. We now
propose one application form containing one set of familfy informa-
tion, and one formula that will produce one measure o the fami-
ly’s expected ccntribution. These would be cignificant steps toward
simplification and improving equity.

Another simplification measure is our proposal to require a
common form to be used to determine the expected family contri-
bution of a student for all of the Title IV programs.

Our reauthorizatior. proposal uses a single system of need analy-
sis to determine eligibility for Title IV Federal student aid. We
have constructet a forraula that builds on the Congressional Meth-
odology by adding in elements from the Pell Grant formula.

A significant difference between the two curcent formulas is the
Congressional Metholology inclusion of the minimum expected
contribution of up to 31,200 from each student. This minimum ex-
pectation reflects the velicf that the student bears primary respon-
sibility for financing his or her postsecundary education. Yet we
know that disadvantaged students often help support their families
and have the least resources to contribute to postsecondary costs.

Consequently, there should be an exception to the minimum con-
tribution requirements for students in these circumstances. Our
proposal would accomplish this in two ways. First, the minimum
contribution would be waived for students with family incomes of
$12,000 or less, and be pilased in progressively as income increases,
and also according to the year in school.

Second, our formula interds that a family in which the parents
depend on t’ e student’s income would have its basic needs consid-
ered first. That is, if the parents’ income is irsufficient, to - - **
basic living expenses, the student income would first be use.
help the family before being assessed for postsecondary education

expenses.

geamilies must provide for their basic living expenses as their
first ul;riority, and a portion of income is now exempted from the
calculation. The exemption used in the current Pell Grant formula
was developed by the Sccial Security Administration. By current
%‘,enslus Bureau standards, this amount is now sub-poverty income
evel.

We propose to use Bureau of Labor Statistics budget data cur-
rently utilized in the Congressional Methodologg as the measure of
income needed to meet basic living expenses. Qur proposal would
protect this amount of income in the need analysis formaula.

Historically, the need analysis furmula considered the family’s
assets, including home equity. Since families with low incomes gen-
erally cannot tap home equity, if they have it, we propose to ex-
clude the net value of the principal place of residence from the cal-
culation of net worth for families whose adjusted gross incomes are
less than $20,000.

The current statute provides for- consideration on the form of the
gpecial needs of a number of certain small groups. While providing
special assistance to certain groups is generaily accepted, the cost

1U
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of these special considerations is a needlessly complex form and
confuses applicants.

We recommend that the dislocated worker and displaced home-
maker provisions be removed from the general formulas. This dele-
tion eliminates 12 data elements and associated instructions from
the form. Thz special needs of these individuals would be accommo-
dated through our proposed secretarial authority to prescribe regu-
latory modifications, as well as by financial aid adrministrator dis-
cretion in the campus-based and guaranteed student loan pro-
grams.

In the early years of the student aid programs we rarely encoun-
tered independent students. In recent years, the :aumber of these
students has risen considerably, so that almost 60 percent of Pell
Grant recipients are now considered to be financially independent.

We propose to modify the definition of independent student in
order to identify students who are not truly self supporting and to,
therefore, assess fairly their true ability to pay. First, we would in-
crease the age in which a student is considered automatically inde-
pendent to 26.

Furthermore, we would increase the minimum level of income,
excluding parental resources in student financial aid required to
demonstrate self sufficiency by unmarried undergraduates with no
dependents of their own, from $4,000 to a level that equals the
Eareau of Labor Statistics determined income to meet basic living
expenses. I think it's about $5,500.

Moreover, all graduate students, as well as any student who is
married, would be independent. Finally, we would maintain cur-
rent law which declares independent veterans, orphans, wards of
the court, and students with dependents of their own.

Current law requires the Department to contract with at least
five outside agencies and organizations for the collection of the aid
application information. We would eliminste this requirement for
contracting with outsid2 agencies, and provide the Secretary with
the flexibility to ensure the determination of expected family con-
tribution is done efficiently.

I will be happy to discuss our proposals in more detail or to
answer questions at the appropriate time. Thank you.

[The prepared statement of Hon. Michael Farrell follows:]

11
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Mr. Chairman and Membera of the Committee:

I agp pleased to appear befcre this Committes today to
present the Nopartment's recommendstions for modifying the need
analysis forsuing thi t determine individual eligibility for
financi- ' assistance under the Title IV student aid progranms.

T. cinancial eszistance programs have become an indispensable
part of the college experience. According to the 1987 National
Postsecondary Student Aid Study, 46 percent of all undergraduates
receive aid, most of which is Federal. M¥oreover, for the
academic year just completed, over seven million college,
university and occupational and vocational students -- more than
one-hal? of the total postsecondary enrollment in 1990-91 -~
applied for Federal student aid.

We see vhy, then, lor students as well as for many school
officials, financial aid, and thus need analysis, embodies the
PFederal presence in postsecondary education. 1II they perceive
this system as lacking in equity, their view of the Federal
government may reflect that perception. The results of need
analysis must be equitable and be an objective measurement of the
resources needed by a student to complete his or her gtudies. Our
proposal includes measures to simplify the aid application
process, ensure the equitable treatment of all students, reduce
waste, and eliminate opportunities for fraud and abuse. Together
with our Pell award rules, vhich are designed to diract grant
funds to those least able to pay and most likely to benefit, our
need analysis proposals would enable us to fund a significant
increase in the maximum Pell Grant ($3,700, or 54 percent over
the current $2,400). At the higher Pell Grant and Guaranteed
Student 1soan awvard levels, average aid and aid available
increases for all income categories.

Access to postsecondary education for our Nation's
economically disadvantaged begins with the student's application
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for financial aid. If the application process is coo difticult,
the student does not apply, and the goal of equal: access cannot
pbe fully realized.

Ccurrently, we use two formulas to determine individual
eligibility for Federal aid. That's one formula too many. The
use of two systems craates needless work for aid administrators,
adds unnecessary and confusing complexity, and results in
horizontal inequity -- two ¢amilies with the same need under one
system could have different levels of need under another system.
We propose one application form containing one set of tamily
information and one formula that will produce One measure of the
tamily's expected contribution. These would be major steps
toward simplification and improving equity.

Another important simplification measure ig our prorosal to
require a common form to be used to determine the expected family
contribution of a student for all the Title IV programs. No
student or parent could be charged a fee for processing this
form. However, processors could still charge a fee for
processing additional items required for institutiopal or State
purposes.

our Higher Education Act reauthorizati proposal uses 2
single system of need analysis to determine eligibility for Title
IV Federal student aid. We have constructed a formula that
puilds on the Congressional Methodology (CM) formula by adding in
the best elements from the Pell Grant formula. let me mention a
few of these.

A significant difference between the two current formulas is
CM's inclusion of a minimum expected contribution of up to $1,200
from each student. This minimum expectation reflects the long~
held belief, with which we agree, that the student bears primary
responsibility for financing his oxr her postsecondary education,
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since he or she is the direct beneficiary of tho postsecondary
education. Yet we know that disadvantaged students often help
support their families, and have the leart resources to
contribute to postsecondary costs. Consequently, there should be
an exception to the minimum contribution requirement for s&tudents
in these circumstances. Our proposal would accomplish th.s in
two ways. First, the minimum contribution would be waived for
students with family incomes of $12,000 or less and be phased in
as income increases and according to year in school. Second, our
formula would ensure that a family in which the parents depend on
the student's income would have its basic needs considered first.
That is, if the parents' income is insufficient to meet basic
living expenses, the student's income would first be used to help
the family before being assessed for postsecondary education
expenses.

Families must provide for their basic living expenses as
their first priority, and a portion of income is now exempted
from the calculation of the family contribution for that purpose.
The exemption used in the current Pell Grant formula was
developed by the Social Security Administration. By current
Census Bureau standards, this amount is a sub-poverty income
level. We propose to use Bureau of Labor Statistics (BLS) budget
data currently utilized in the CM as the measure of income needed
to meet basic living expenses. Our pronosal would protect this
amyunt of income in the need analysis formula.

Historically, the need analysis formulas considered the
family's assets, including home equity, in determining the
family's financial strength and the student's need for
assistance. Including assets, both liquid and non-liquid, in the
need analysis provides an additional measure of financial
strength and an additional measure of equity. Since families
with low incomes generally cannot tap their home equity, we
propose t.n exclude the net value of the principal place of



O

ERIC

Aruitoxt provided by Eic:

11

4

residence from the calculation of net worth for "cash-poor"
fanmilies whose adjusted gross incomes are less than $20,000.

We also propose to simplify the form students use to apply
for Federal financial assistance. The current statute provides
for consideration on the form of the special needs of a number of
certain small groups. Additional instructions and questions are
then needed on the form to address the financial circumstances of
these groups, complicating the form for all applicants. .hile
providing special assistance to certain groups is gener.. .y
accepted, the cost of these special considerations is a
needlessly complex form and confused applicants.

We recom:~nd that the dislocated worker and displaced
homemaker provisions be removed from the general eligibility
formulas. This deletion eliminates twelve data elements and
associated instructions from the form. The special needs of
these individuals would be accommodated through our proposed
Secretarial authority to prescribe regulatory modifications to
the determination of a student's expected family contrfbution
under spec.al circumstances for the Title IV programs as well as
by financial aid administrator discretion in the campus-based and
GSL programs.

We propose to eliminate the student financial aid
administrator's discretionary authority to adjust a student's
expected family contribution and cost of attendarce for Pell
Grants. Such discretion has the potential to be extraordinarily
and unpredictably expensive, making it exceedingly difficult to
forecast funding requirements. In addition, such blanket
discretion can be inequitable because two similar students
applying for Federal assistance will not necessarily be judged by
the same criteria. However, the Secrutarial authority for
modifying the need analysis that we are requesting would address
the needs of students with special circumstances. The
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Secretarial authority would be more uniformly applied, remove the
incentive for institutional abuse, and be more pradictable than
the discretion found in current law. Yet it would provide ample
flexibility to accommodate the special needs of students.

In the early years of the student aid programs, we rarely
encountered "independent® students. In recent years, the number
of these students has risen considsrably, so that almost 60
percent of Pell Grant recipients ars now considered to be
financially independent of their parents. This increase is a
direct result of liberalizations in the detfinition of independent
student and to an increase in the older student population.

We propose to modify the delinition of independent student
in order to identify students who are not truly self-supporting
and to assess fairly their true ability to pay. First, we would
increase the age at which a student is c¢onsidered automatically
independent to 26 years of age. Furthermore, we would increase
the minimum level of income (excluding parental resources and
student financial aid) required to demonstrate self-sufficiency
by unmarried undergraduates with no dependents of their own from
$4,000 to a level that equals the plLS-deternined income needed to
meet basic 1iving expenses. This amount would be updated
annually to reflect changes in the cost of living as measured by
the Consumer Price Index.

Moreover, all graduate students as well as any student who
igs married would be independent. Finally, we would maintain
current law which declares independent veterans, orphans, wards
of the court, and students with dependents of their own.

Current law requires the Department to contract with at
least five outside agencieus and organizations for the ollection
of the aid application information. As a result, a variety of
application forms (all of which contain the “core" elements for

17
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determining the expected family contribution for Title IV
purposes) are used and forwarded to the central processor, which
calculates the student's expected family contribution. We would
eliminate this requirement for contracting with outside agencies,
and provida the Secretary with the flexibility to ensure that the
determination of expected family contributions is done as
efficiently as possible.

We believe our proposals, if enacted, would greatly simplify
the present system, increase equity, and enhance the efficiency
of the overall system.

I would be glad to discuss our proposals in more detail or
to answer any of your questions.
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Chairman Forp. Mr. Andrews?

Mr. ANDREWS. Thank you, Mr. Chairman.

Very briefly, I want to take a moment before our next witness,
Ms. Ta]iel Shah, testifies to say how proud I am that she is here
today. If 'm not mistaken, she is a resident of Cherry Hill, New
Jersey, which is not in my district, but it is close to my heart,
having represented that community in county government before 1
came here.

Obviously, this is going to be an outstanding panel since we have
such an outstanding witness here. We're very glad to see you. I
know your family is here as well.

Welcome.

Ms. Sua4. Thank you. I would like to thank the Chairman and
members of the subcommittee for this opportunity to testify, and
I'd like to thank all the Congress members that held field hearings
with studeats, as well, to listen to their voices and concerns, since
we are:i the consumers of this wonderful thing called Federal finan-
cial aid.

My name is Tajel Shah, as Representative Andrews has stated,
and I'm a senior at Rutgers University, and vice president of the
United States Student Association.

USSA’s recommendations for the need analysis are predicated on
three basic goals: one, increasing potential college students’ early
awareness and knowledge of the availability for financial aid for
postsecondary educaticnal opportunities; second, simplifying the
process by which students apply for, maintain their eligibility for,
and receive Federal financial aid; lastly, allocating adequate
amounts of aid thai will ensure the access of all students to post-
secondary education of their choice and decrease the dependency of
needy students on loans to finance their higher education.

I will highlight a few of our proposals on need analysis. As we've
testified before, the complex and confusing nature of the applica-
tion delivery process is a barrier to higher education. Basically,
there are different forms for different things, and then there are
different torms for the same things, and ilien there are a lot of the
same forms for similar things, and other ones for different things.

You can see this lengthy ard confusing process means low-
income students, and first-generation college students, are com-
pletely and systematically barred from nigher education. High
school counselors, who are notably their sole source of information,
who are constantly dealing with personal problems and day-to-day
problems, are overwhelmed by this process as well.

Changes in the need :analysis must be made, including enhancing
the use of simple needs tests and free Federal processing would
make the financial aid application process much more user friend-
ly. I mean, it's unfortunate that less than 17.5 percent of the eligi-
ble students actually file for the simple needs test. Still, many of
them have to pay an application fee so that they can get State aid
or sciholarship forms.

To simplify this process, the two need analysis forms, the Pell
Grant formula and the Congressional Methodology, should be inte-
grated into one model. Second, the process should be developed

. .

whereby very low income families have the eligibility for the maxi-
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mum financial aid automatically determined. A very simple and
ea%y}'“formula for earlg intervention.
ird, families with incomes above $15,000 should be eligible for

the simple needs test. Fourth, it's quite ridiculous that award year,
after award year, after award year, we have to apply—fill out the
gsame forms over, and over, and over again, regardless of the fact
that our financial circumstances rarely change. A process must be
made that would make updating much simpler and easier, and
onll‘y necessary if there was a slight change.

ifth, to enhance high school students’ and parents’ awareness of
available financial aid and how to apply for it, training on the fi-
nancial aid system should be made available to high school coun-
selors. The Department of Education raust be mandated to make a -
comprehensive publicity effort.

As you know, the middle income is getting squeezed out of higher
education as well. My personal experience is an example of that. I
am the youngest of three children. When my sisters went to college
the only form of financial aid we received were loans. When I was
in high school, however, my father lost his job due to reorganiza-
tion of the company.

No company was willing to hire a person in their late 50’s and
early 60’s at that time. I finished high school, applied for financial
aia—my father still didn’t have a job, but I had to make the deci-
sion of going to a private college, which was my first choice, which
would have accumulated over $25,000 in loans, or a State institu-
tion.

I decided to go to a State institution because of the precarious
position my family was in, and 1 ended up getting absolutely no
Federal financial aid, not even student loans, and was told 1
shouldn’t really bother applying for student loans because I
wouldn’t get them.

My first £ years in school I was able to afford school through my
mother's full-time job as a cashier, my prt-time job, and the rental
income we got from one of the spaces that we rented out. USSA
believes that the value of a family’s home or farm should not be
considered an asset of a moderate income family.

In our case, we were still paying off the mortgages. We later
moved to South Jersey, sold our home, and then got a second mort-
gage on our new home so that my father could reestablish himself
in an independent business selling medical supplies to Medicaid
people in Camden.

The fact is, they have had to pay for my college education out of
their pocket while still trying to reestablish themselves. I am one
of the countless students whose college choices were dictated by ec-
onomics and not by the quality of education.

It is equally important, though, that financially independent stu-
dents receive adequate amounts of aid. The current aefinition ex-
cludes many generally self-supporting students. If you are truly
self-sufficient, students must fall into two categories. One, your
parents cannot claim you as a dependent student for income taxes
prior to the award year, and, two, you must have total resources of
at least $4,000, not including your parents’ support, during those 2
years.

2y



16

However, your chances of being declared as an independent stu-
dent are completely sabotaged if your parents need to claim you as
a d:vendent, your parents refuse to give you the tax forms, you
survive on less than $4,000, which is very feasible in many areas,
or you received aid as a dependent student once.

The real catch here is that the independent student definition is
this: The way the regulations are written, you must not be claimed
by your parents and have resources in excess of $4,000 the 2 years
prior to the first year you received any aid, not the 2 years prior to
the award year you are applying for as an independent student.

This unfairness was clearly illustrated by a Maryland student

“who received Federal aid as a dependent student when she was 18

and 19. However, those years she worked full time, 40 hours a
week, earned more than $4,000, did not have her parents claim her
on their taxes, did not get any family contribution, and accumulat-
ed over $8,000 in debt.

When she applied as an independent student, her financial aid
administrators told her that she conld not get independent student
status, because she was supposed to be financially independent
when she was 16 and 17 because she received aid when she was 18
as a dependent student.

Clearly, when applying for an independent student status, the 2
years that should be considered are the ones that are prior to the
award year that you applying for. This is what the Higher Educa-
tion Act intended. :

In addition, student financial aid administrators must be more
willing to use their statutory discretion to declare a student inde-
pendent if he or she does not meet the regular criteria. Unfortu-
nately, because of lack of training or lack of willingness, too many
financial aid administrators are not giving the students a break.

They must be encouraged to use their professional discretion and
their professional judgment. Why should it be so hard for generally
independent students to establish independent student status and
receive a level of aid they need to access higher education?

Jn conclusion, we suggest many other changes that just go on to
enhance the process that we already have, such as student contri-
bution in award year income and that there be increased coordina-
tion with other benefits.

USSA would like to continue to work on the Higher Education
Act, and we thank you for all the times that we have been in front
of you to explain our proposals. We hope to answer any more ques-
tions. Thank you.

[The prepared statement of Tajel Shah follows:]
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I would l1ke to thank the Chairman and the Members of
the Subcommittee for this opportunity to testify on the
Higher Education Act and student financi1al assistance need
analysis. My name 1s Tajel Shan, and I taking a leave of
absence from Rutgers University, where I am a senior, toO
serve as vice President of the United States Student
Association (USSA)., USS5A 1s the country’'s oldest and
largest national student organization, representing more
than 3.5 million students.

USSA believes that thi1s Reauthorization provides us
with the opportunity to facilitate the access of low- and
middle-1ncome students to the financial aid that can make
postsecondary ecucational opportunities a reality. As we
and others have testified, the complex and confusing
application and delivery process for financial aid actually
acts as a barrier to access to higher education for many
potential postsecondary students. Where does this
complexity come from? It 1s a direct result of the complex
and extensivu nature of the need analysis system. Hence,
USSA's recommendations for need analysis are predicated on
three goals:

*x Increasing potential college students’ early
awareness and knowledge of the availability of
financial aid for postsecondary educational
opportunities.

x Simplifying the process by which students apply
for, maintain their el191b1l1ty for, and receive
federal financial aid:

x Allocating adequate amounts of aid that will
ensure the access of all students to a
postsecondary education of their choice, and
decrease tne dependence of needy students on loans
to finance their higher educations.

18 urge this Lommittee to Mmakeé cnanges to tnhe need
analysis s,stem 1N such a way that better information
dissemination, simplification and enhanced access are
achieved for students. My testimony will focus on the
application and delivery process, the heeds of low- and
middle~-income stucents and their famil-es, and the
definition of an i1ndependent student.

simplification of the Applicatior and Delivery Process

AS USSA explained berfore tnis Subcommittee on May 14th,
1991, we believe that federal financial aid has been crucial
to the postsecondary opportunities of millions of students.
put that the complex and confusing nature of the application
and delivery process acts as a barrier to these
opportunitiaes for others. There are six application forms
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for feaderal financial aid - some of which 1nvolve
application fees while otnars do not - and you end up
answering anywhere between 3Z and 118 quastions. Tne forms
try to be all things to all people, and entire sections
ex1st that affect only a limited amount of applicants. The
use of two different need analysis moaels - the Pell Grant
formula ano the Congressional Methodologay (CLM) - means that
students wno make 1T through the application forms end up
with two different family contripbution figures (the Pell
@rant lnogex and the CM's Family Contribution). Moreover.
you must meet a number of eligibility requirements - some of
which are totally extraneous to student aid - and undertake
additionail procedures to apply for programs such as the
student loan ones.

wiven the lengthy and confusing nature of this
application process, 1t pernaps should not be surprising
that stugents, especially those from low-1ncome packgrounds
ang those who would be the first 1n thair family to go to
college, are discouragea DY the process. We knhow of many
people who encountered these appl.cation forms ana gave up
on even trying to f111 them out. Nor should 1t be
surprising that hign school counselors - often tne sole
sources of information about college for youth - are equally
overwhelmed by the process., One Native American student was
told by nis hign school guidance counselor to fi111 out the
wrong application forms. Nor shoula the results of the 1Yyuy
yeneral Accounting Uffice stuay bDe surprising: 1t concluded
that Students and parents knhew surprisingly little aobout
financi1al aid for nigher education or the costs of
postsecondary Schools.’

A numper of changes to tne need analys)s system woulad
gc a 1ong way T.0 making the financi1al ata apptication
process simpler and more user frienagly . ¥First, the two
need analysis models ~ the Pell Grant formula and the
Congressional Methodology - should be 1integrated 1nto one
model. AS tne Advisory LOmmittee oOn Student Financral
Assistance concluded, “[I]}ntegration 1S ciearly
feaSi1Dle...Tnese data suggest that a hybrid modei witn a
simple version for low-income studentS can be 1dentified and
1mplemented with minimal budgetary ang redigtripbutive
impact.

second, Steps must be taken to expand the use of the
simple Needs Test (SNT) and free federal processing. The
SNT 1s Suppose to ensure that very low-1ncome Students neea
only answer a small number of guestions on the application
‘orms. ine complexity of the application forms 18 one major
reason wny less than 17.5% of the 2.J million students
currently aligible for the Simple Needs lTest realize that
tnhey are eligible and actually file tne simple form.
Moreover, applicants who answer only the 32z federal core
guestions on any of the six application forms are not
supposed to nave to pay an application fee. However,

N
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f111.rg out the federal core questions does NOT make you
eligible for all federal, state, and institutional types of
ald. SO0 low-income students usually end up filling out al!
the questions or using the longar forms that will make them
eligible for all types of aid., roor students shouldg not
have to choose between filling out a free form or paying an
application fee on the forms that will aliow them to be
consigered for all the types of aia.

Families with proven need - as evidenced by thear
eligibi1lity for public assistance, sucn as AFLL = should not
have tc apply for a foregone conclusion. A process shouid
be developed whereby very low-income families have their
eligibility for tne maximum financial aid automatically
determined. This would facilitate our early 1ntervention
efforts on benal< of at-risk, disadvantaged youth by
providing some assurance of financial assistance for
college; this early certainty has been crucial to the
success of early intervention programs such as Eugene Lang's

1 Have A Drean.’

In agaition, families with 1ncomes above $15,0uU are
NUT eligible for the Simple Needs Test even though their
assets are usually minimal and the additional questions
irrelevant. The income cap for eligibility for the Simple
Needs Test should be expanded. This would make the system
more user friendly for aaditional numbers of hara=pressed
families.

Moreover, steps must be taken to increase the use of
free federal processing among high school counselors,
financial aid administrators, states and institutions,
Application fees for financial ai1d are clearly unfair and
act as a barrier for needy students. $tudents apply for aia
pecause they have no Money, yet tne process results 1n them
peing asked to pay money to apply for money for college.
1his makes NO sense.

Third, 1t 18 quite rigiculous that award year after
award year students must f111 out the same forms over and
over again, Most low-1i1ncome students will experience l1ittle
change 1n their financial congition from year to year. A
process shculd be developed by which students whose
financial circumstances change minimally need only update
necasgary data.

Fourth, even with these changes, the federal financial
a1d system will continue to be at least somewhat complex and
a mystery to many youth and adults. To enhance high scnool
students and parents' awareness of available financial aid
and how to apply for 1t, training on the financial aid
system should be made available to high school counselors.
In the 1970's, high school counselors along with financial
a'a agministrators were eligible for this kind of training.
Today they are not.. and the system has gotten cven more

25
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complicated. These counselors are & crucial part of
increasing students' use of the Simple Neeas Test and free
federal processing.

The Department of Education should also be mandated to
carry out a comprehensive publicity effort to make the
public - 1ncluding potential adult college students - aware
of available financial aid, the application process and the
resuurces that can facilitate their coilegn access,
1ncluding the Department’'s toll-free information number on
student ai1d. Such an effort is not only crucial to our
early intervention efforts but also to our workforce needs
v.at demand that we facilitate the higher education access
of adult learners.

Home and Farm Equity

My family's experie.ce with federal financial aid
11lustrates the enormous impact of the need analysis system,
particularly the i1nclusion of home and farm equity, on the
access of midale-income families to aid. 1 am the youngest,
of three children, Wnhen my sisters went to college, the
o. , federal financial aid they were eli1g1ble for were
loans. whan 1 was in high school, however, my father lost
his Job as a result of his company's reorganization.
Because no company wénted to hire someone in his 60’'s, my
fatner found 1t difficult to find work in the engineering
fiela. I graduated from high school, applied fcr financial
aid, and had to choose between going to my first choice
school - a private college where I would have had to take
out thousands of doilars of loans - and the state school,
To avoi1d takimg out loans Since we were in such a
financially precarious position, ] chose to go to Rutgers
put was told that we were not e:igiole for any kind of aid,
not even student loans., Thus, for my first two years of
coiiege, we relied on my mother's modest salary as a cashier
1n a pharmacy, my part-time job, and 1ncome from rentat
space.

The 1nclusion of home equity - 1n our case, we were
st111 paying off the mortgages of our fami1ly home as well as
the rental unit - was most 1i1kely the reason that { have
rever received a Fell Grant or a Stafford Loan. My jJunior
year 1n college, my parents sold our home and moved from
central to south New Jersey so my father could go 1nto an
1ndependent business selling medical supplies to Meaicaid
recipiaents 1n Camden. I1ne fact that they have nhad to pay
for my college education out of pocket has made 1t very
ga1fficult for my family to reestablish 1tself financially,
and I am one of countless students whose college choices
were dictated by aconomics.

USSA believes that the net value of familv's home or
family farm should not be considered as an asdet for
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moderate-income families. While these families have equity
available to borrow against, not all of them can afford home
equity loan paymentg, This 15 one of the biggest barriers
standing between middle-income students and the
postsecondary education of their choice, With a 1990 study
finding that less middle-income students are enrolling in
colleges and universities, particularly at selective
1nstitutions, we must make changes in the need analysis
system that ensure that moderate-1ncome students have the
tevel of aid they truly require.

Student Contribution

The Longressional Methodology determines a student’'s
contribution as being the higher of three calculations,
including 7ux of th? student’s total 1ncome. This 1s an
excessive expectation and acts as an disincentive to work,
USSA proposes that this figure be modified to 50%.

Base-Year vs. Award Year Incomes

1he tongressional Methodology estimates the students’

expected contribution during the “award year” (the year the
student ai1d would be received) by using the student’'s “base
year (previous year:' 1ncome. The reason for using the

base year  1ncome 15 that this amount can be verified by
consulting the student's tax forms and thus 1S séeén as being
more rellable than "estimated income.' Unfortunately, for
most students., previous or ‘basy year ' 1ncomes are not
accurate predictors of their 'award year' 'ncomes; SO they
are often expected to contribute more to their education
tnat they can actually earn - ths represents a rea)
nardship for students. This 18 especially true for
nontraditional students who leave their full-time Jobs to
enrol! 1n college, ang first-year students who do not keep
their pa-t-time Jobs they neld 1n high school. OUne 1Y8Y
study fousrd that the uverage base year " and estimated
year 1ncome for students differs anywhere from 2t% to 45%
depending on c¢lass rank and dependency status,

student aid administrators currently deal with this
problem by exercising their professional judgment in
calculating student eligibility for campus-based programs
and Stafford Loans, unfortunately, thay are prohibited by
fegeral law from making such adjustmerts to the Fell Grant
Index, and for entire groups of students {(such as first-year
graduate students). Tney must also jJustify such adjustments
on a rcase-by-base basis. And ~estimated 1ncome  can only be
used 1f the Department of Education approves of a student's
“special Conditions application. However, there at= toO
many gaps 1n students’ knowledge: they do NOT mrnw that they
can appeal an aid administrator’'s decision to use "base
year” 1ncome to ge‘armine their expected contribution. we
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join the National Education Association in proposing - along
with better information dissemination - that financial aid
administrators be given the discretion to adjust Expected
Family Contribution if award year income is ten percent or
more below "base year" income.

coordination with Other Benefits

Under current law, a portion of student aid is still
counted as income for determination of federal welfare
benefits. In addition to financial aid used for tuition,
fees, books, supplies and miscallanecus expenses, any aid
used for room and board, AND other allowed costs of
attendance should not be considered income when determining
other aderal benefits.

Likewise, AFDC benefits should not be included as part
of a family's income when determining expected family
contribution. This 1s unfair to hard-pressed families.

Double Counting

USSA urges you to ensure that students who work and
save money are not penalized when determining Fell Grant
awards. Under current law, 1f a stud2nt works and saves a
portion of these earnings, the earnings are assessed once 1n
the base-year' 1ncome calculation and again as part of the
asset calculation. This double counting discourages
students from saving, and should be eliminated.

Independent $tudents

Lastiy, USSA strongly urges this Committee to reexamine
tnhe definition of an 1ndependent student. The current
definition (see box) excludes many genuinely self-supporting
students. If you are a truly self-sufficient student who
goes not fall inro any of the automatic categories, you must
fulf111 two conditional criteria 1f you are an undergraduate
student: (1) your parents could not claim you as a dependent
on their 1ncome taxes for two years prior to the award year;
ANDU (Z) you must have total resources of at least $4,000
(not counting parental support) during those two years.
However, your chances of being declared an i1ndependent
stugent are sabotaged 1f:

0y
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(1) your parent(s) have
claimeg you as a
dependent oOn their tax
returns;

(Z) your parenti(s) refuse
to make the tax forms
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(4) you once received aigd
as a dgependent.

The real catch with the 1ngependent student gefinition
15 tn1S: the way tne regulationsS are written, you must not
pe claimed by your parents and have resources i1n excaess of
$4,U00 the two year prior to the first year you received
aid, NUOT the two years prior to the awarg yeadr you are

appiying for.

The unfairness of this was 11lustrated Dy one

Maryland student wno 1s 21 years old, and was financially

1ndependent when She was ages 18 anc 19,

HOwever,

she was

tolg by the financial a1d office that she could not receive
ingependent student status unless she had rot been claimed
on her parentg' taxes and had peen financially seif-
sufficient when she was 1n hign school and ages 16 and 17,
pecause she had first received financial aid when She was an

14 year clg ccllege fresnman.

This 18 rigiculous

consigering she worked 40 hours a week, went to schoo!l full-
time, and incurregd over $H,UUL worth of debt her first two
years of college...and g1d not receive a dime from ner

parents for college.

¢learily, the cefinition of an 1ndependent student musSt

pe made more flexible UR student financial aig

administrators must be more willing to use their statutory

giscretion to declare a student 1ndependent even
goes not maeet the regular criteria.

1f he/she
unfortunate'.y., becauSe

of a lack of training or lack of willingness, too0 many
financiail aig administrators are NOT giving these studerts a
preak. If 18 1ronic that 1t 1§ 8O mucn easier to receive
independent status 1f you are a graduate Student even 1f you

are under age 24.

There 18 no magic transition 1N turning

age ¢4 or becoming a graduate student; why should 1t be SO
narg for genuinely independent ungergraduate students to
establ1sh 1ndependent student Status, and receive the ievel

of aid they need tO access nigher education?

Loncerns about

fraud Shuuld not iead tnis commrttee tO tighten uf tre
gefinition of an 1ndependent student, and ieave narg-cressea
self-sufficient Studerts out n the cold and 1neligible for

the ai1d they truly reduire and deserve.

In conclusion, U3SA thanks the Ccommittes “Or the
opportunities we have nad to testify on the Higher Equcation

Act during this Reauthorization process.

2
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helping you i1n your efforts to develop a bill that will
ensure that students have the informetion necessary to
pursue a postseconaary education, that the process 1s simple
and accessible, and that higher education becomes a right
for all and not. just a privilege for a few. These
recommandations for the need analysis system will help us
reach these goals. Thank you once again for this
opportunity to testify, and I am happy to answer any
questions you mignt have.
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Chairman Forp. Thank you.

Mr. Koplik?

Mr. KopLik. Good morning, Mr. Chairman, and members of the
subcommittee.

My name is Stanley Koplik, and I am Chairman of the Advisory
Committee on Student Financial Assistance, and Executive Direc-
tor of the Kansas Board of Regents. On behalf of the Advisory
Committee members, I thank you very much for the opportunity to
provide our views on need analysis issues that require attention
during this reauthorization.

All of us on the Advisory Committee feel that this opportunity
presents itself to us at the right time so that we can begin to deliv-
er a better Federal delivery system for the balance of the 1990's.

Let me begin by suggesting that all of us, whether we represent
Congress, States, institutions, students or the families, remind our-
gelves that we have yet to make good on our promise of equal
access to postsecondary education for all our citizens.

Our committee, that is the Advisory Committee, believes that
under participation by low-income, disadvantaged, and minority
youth, is the overriding education issue of this decade. While cer-
tainly not the major barrier to access, unduly com lex and costly
need analysis models, forms, and processes, are surely a factor; one,
fortunately, we can do something about.

I would like further to suggest to the subcommittee that there
are three interrelated sets of need analysis objectives for this reau-
thorization, at least as we see it.

First, integrating the two need analysis models now in law, the
Pell and Congressional Methodology medels into a single model. It
really doesn’t matter to the Advisory Committee whic item is se-
lected, as long as budget and redistributive effects are minimized.

Second fine-tuning whatever model emerges. Fine-tuning in-
cludes such adjustments as addressing the question of independent
student status. Third, and most important, reducing the overall
complexity, frequency, and by frequency we are talkin¥ about how
many times a student, that is the same student, is confronted with
a fuil-scale, complex set of need analysis questions, and of course,
the cost of need analysis as it impacts low income, disadvantaged
students.

Reauthorization must deal with all three objectives. The Adviso-
ry Committee believes that the first two objectives—integration
and fine tuning—are clearly feasible and desirable. However, nei-
ther are as important as the third objective, reducing the complex-
ity, frequency, and cost of need analysis. Nor do they hold nearly
as much promise for helping the Title IV programs meet their
equal access goals.

I have heard some suggest that balancing simplicity and equity
is the major challenge during this reauthorization. From the view-
point of low income families, 1.othing could be further from the
truth. For them, balancing, simplicity, and equity is an empty
slogan that has kept need analysis models, forms, and processes
complex and costly.

For these families there is no tradeoff. We are already collecting
too much data, subjecting them to too many routines, producing
too many results, and charging too much for it. These millions of
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families in question are zero contribution, full-need cases, regard-
less of the model we use.

The real need analysis issue for at-risk families isn’t our treat-
ment of income. They have so little it really doesn’t matter. Nor
are they affected much by vur treatment of assets; most don’t have
any.

The real issue for them boils down to three simple questions.
One, how complex and intimidating will it be for me to prove that 1
am poor? Two, how many times are you going to make me prove it?
Three, how much are you going to charge me each time?

The Advisory Committee would like this subcommittee to under-
stand that it is possible to meet the first two objectives, integration
and fine-tuning of need analysis, while ignoring the third objective,
and making its complexity, frequency, and cost greater for at-risk
students.

Indeed, this is precisely what occurs under some other approach-
es to need analysis, some of which you will likely hear about today.
Anything that is billed as a need analysis simplification proposal
thatl integrates and fine tunes, cannot ignore the third objective en-
tirely.

If it does, we can expect undesirable effects on low-income fami-
lies. Such proposals would eliminate free Federal need analysis for
almost three million primarily low-income, disadvantaged students.
Accordingly, they would transfer over $30 million each year from
these families to some other fee-charging need analysis processors.

Further, they would reduce by over two :nillion the number of
students yualified for simple need analysis. They would do awa
with simplified need analysis for all nontraditional and independ-
ent students regardless of how poor they are. They would also dras-
tically lower both eligibility and awards for most nontraditional
and independent students.

Finally, they would sigrificantly redistribute funds from 2 and 4
year public institutions to private institutions. Redistribution that
has never, at least for me, been estimated or justified.

All in all these are need analysis changes that threaten to de-
crease access, the exact opposite of what we are trying to achieve.

In closing, members of the subcommittee, I would like to remind
this snbcommittee and others, that the Congress in 1986, thought it
had the answer to the perverse eftects of the complexity and cost of
need analysis cn access. All of the elements were thought to be in
place; a free common form delivering simplified need analysis to
at-risk students.

The testimony of 1986 would reveal this. While not periect nor
fully implemented, we should remind ourselves, that in part, in
substantial part, it is working. In fact, almost 50 percent of Peli re-
cipients, the neediest students nationwide, use the free Federal
need analysis.

Congress's system of nee's analysis, created in 1986, should not be
dismantled. It should be in.yroved and implemented witk renewed
gusto. We at the Advisory Committee suggest that all need analysis
proposals be analyzed, not only in terms of integration and fine-
tuning, words Xou will hear, but also in. terms of their effect on the
complexity and cost of need analysis.

Q
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We further recommend that the following questions be asked of
every proposal. One, will free and simple Federal need analysis
still exist under the proposal? Two, will as many students as pres-
ently participating continue to avail themselves of free Fedcral
need analysis? Three, will as many students as presently partici-
paiing continue to be eligible for and use simplified need analysis?

In cur judgment, if the answer to even one of these questions is
no, we recommend that you reject the proposal in favor of any
other proposal that improves the system created in 1986 to protect
low-incoine students and families.

Thank you.

[The prepared statement of Stanley Koplik follows:]
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Good morning, Mr. Chairman and members of the Subcommittee, my name is
Stanley Koplik and I am Chairman of the Advisory Committee on Student Financial
Assistance and Executive Director of the Kansas Board of Regents. On behalf of the
Advisory Committee members, I would like to thank you for the opportunity to provide
our views on need snalysis issues that require attention during this reauthorization. All
of us on the Advisory Committee feel that this reauthorization presents a great
opportunity for Congress to complete the work it began in 1986 and to build a better
federal delivery system for the rest of the 1990s.

I would like to begin by suggesting that all of us—-whether we represent Congress,
states, institutions, or students and their families—-remind ourseives that we have yet to
make good ox our promise of equal access to postsecondary education for all
Americans. Our Committee believes that underparticipation by low-income,
disadvantaged, and minority youth is the overriding education issue of this decade. And
while certainly not the major barrier to access, unduly complex and costly need analysis
models, forms, and processes are surcly a factor—one fortunately that we can do
something about!

I would like further to suggest to the Subcommittee that there are three
interrelated scts of need analysis objectives for this reauthorization: .

o first, integrating the two need analysis models now in law--the Pell and
Congressional Methodology models--into a single model;

o second, fine-tuning whatever model emerges; and

o third, and most important, reducing the overall complexity, frequency, and
cost of need analysis--especially for low-income, disadvantaged students.

Reauthorization must deal with all three objectives.

We at the Advisory Committee believe that the first two objectives--integration
and fine-tuning—-are clearly feasible and desirable. However, neither are as important
as the third objective--reducing the complexity, frequency, and cost of need analysis--nor
do they hold nearly as much promise for heiping the Title IV Programs meet their
equal access goals.

Mr. Chairman, some have suggested that balancing simplicity and equity is the
major challenge during this reauthorization. From the viewpoint of low-income families
nothing could be further from the truth. For them, "balancing simplicity and equity” is
merely a time-worn slogan that has kept need analysis models, forms and processes
complex and costly. For these families, there is no trade-off. We are already collecting

“ad
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100 much data, subjecting them to too many routines, producing too many results, and
charging too much for it, These millions of families are zero contribution, full need
cases regardless of the model we use.

The real need analysi- issue for at-risk families isn't our treatment of income-
they have so little it really dr .sn't matter! Nor are they affected much by our
treatment of assets--most don t have any!

The real issue for them boils down to three simple questions:

o How complex and intimidating will it be for me to prove that I am poor?

0 How many times are you going to make me prove it?

0 And how much are you going to charge me each time?

Mr. Chairman, the Advisory Committee wants the Subcommiittee to understand
that it is possible to meet the first two objectives--integration and fine-tuning of need
analysis--while igngring the third objective and making its complexity, frequency, and
cost greater for af-risk students. Indeed, this is preciscly what occurs under the
other approaches to need analysis that you will hear about today.

While billed as need analysis simplification proposals that both integrate and
fine-tune, they ignore the third objectivc entirely. Consequently, their proposals taken

together have very undesirable effects on low-income families:

o They would climinate free federal need analysis for almost threz million
primarily low-income, disadvantaged students.

0 Accordingly, they would transfer over $30,000,000 each year from these
families to two fee-charging need analysis processors.

0 Further, they would reduce by over two million the number of students
qualified for simplified need analysis.

o They would do away with simplified need analysis for all nontraditional
and independent students--regardless of how poor they are!

0 They would also drastically lower both eligibility and awards for most
nontraditional and independent students.
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0 Finally, they would significantly redistribute funds from two- and four-year
public institutions to private institutions--redistribution that has never been
estimated or justified.

All in all, these are need analysis changes that threaien to decrease access-—-the exact
opposite of what we are trying to achieve.

In closing, I would like to remind the Subcommittze that Congress in 1986
thought it had the answer to the perverse effects of the complexity and cost of need
analysis on access. All of the elements were thought to be in place--a free common
form delivering simplified need analysis to at-risk families. And while not perfect nior
fully implemented, it js working. In fact, almost 50% of Pell recipients nationwide use
free federal need analysis. Congress's system of need analysis created in 1986 should
not be dismantled, it should be improved and implemented with vigor.

We at the Advisory Committee suggest that all need analysis proposals be
analyzed not only in terms of integration and fine-tuning, but also in terms of their
effect on the complexity and cost of need analysis. We further recommend that the
following questions be asked of every proposal:

o Will free and simple federal need analysis still exist under the proposal?

o Will as many students as now avail themselves of free federal need
analysis?

0 Will as many students as now be eligible for and use simplified need
analysis?

If the answer to even one of these questions is no, we recommend you reject the
proposal in favor of a proposal that improves the system created in 1986 to protect
low-income students and families.

Thank you.

Po)
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Mr. SAwyEer. [presiding] Thank you very much.

Ms. Thomas-Parrott?

Ms. THOMAS-PARROTT. Mr. Chairman, members of the subcom-
mittee. First I would like to thank Congressman Hayes for his very
kind introduction this morning.

I'm Sharcn Thomas-Parrott, Vice President of Government Rela-
tions for DeVry Incorporated, and a member of the College Schol-
arship Service Commitire on Standards of Ability to Pay. During
my 20 years in higher education, I have served as faculty member
and administrator. I have Geen involved professionally with the ad-
ministration of financial aid programs for 13 years.

This spring 1 had the privilege of presenting testimony on behalf
of my institution, at Congressman Hayes reauthorization forum,
and at Senator Paul Simon’s Chicago field hearing. Todny I am
pleased to represent the College Board.

The College Scholarship Service, or CSS, is the financial aid divi-
sion of the College Board. The CSS Assembly is an association
within an association, 1,900 Yostsecondary institutions, high
schools, and agencies within the larger College Board membership
that have a special interest in financial aid.

We appreciate this I?{)portunity to talk with you today about an
important challenge. How can we best insure equity in the distri-
bution of student aid dollars as we undertake a much needed, and
long overdue, simplification of student aid delivery?

At a hearing in May, my colleag::, Paul Phillips, Director of Aid
at California State University, Marcos, testified before this
subcommittee. He advanced an idea that we have been calling
“sim&l)e equity.” He told you, and I concur, that the members of
the College Board and Assembly wholeheartedly support the
goal of simplification.

He emphasized, however, that simplification cannot be our only
goal, that equity must be its twin. Need analysis is critical to main-
taining equity in the system. Formulas and rules can never be as
precise or perfect as we might wish. At least, not so long as thev
must be applied to imprecise data by imperfect people. We can ana
should achieve fairness in need anaﬁ'sis.

By fairness, I mean that we should strive to produce similar re-
sults for people whose circumstances really are similar, and y.ropor-
tional results for people whose situations are much stronger or
much weaker.

The many ideas on how need analysis can be improved, which we
submitted as legislative pro s to this subcommittee in April,
are summarized in an attachment to our written testimony. This
morning I want to highlight nine of them.

First, we believe it is time to clear away the unnecessary confu-
sion created by having need analysis results for different Federal
programs. We recommend mer7ing the Pell, and Part F, or Con-
%'essional Methodolozies, into one need analysis system for all

itle IV aid, using the current Part F methodology as the conceptu-
al basis. The theory and computation of detail associated with such
an integrated met MOIW are outlined in the College Board pro-
1 osals to Part F of Title IV.

Second, we strongly urge reform of the independent student defi-
nition. The st ined definition proposed would be more even-

R
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handed and would eliminate nearly a dozen questions on the appli-
cation form.

Third, we continue to advocate an application by-pass for low-
income students, allowing the neediest students to provide basic de-
mographic data and skip the more complicated income and asset
questions. We have already formulated an approach for handling
such a bypass for de‘pendent students, and are working on the more
c:‘xlnaplet:; question of how to achieve the goal with self-supporting
students.

Fourth, we urge the reliance on professional judgment of aid ad-
ministrators to treat special circumstances, such as dislocated
worker, displaced homemaker, unusual medical and dental ex-
penses, and expenditures for elementary and secondary school tui-
tion. Affording special consideration to some cases does not require
c{u&teritxsxg up the methodology and the application forms for all
students.

Fifth, we recommend reform of the current provisions for treat-
ment of home equity. We disagree with nproposals to eliminate
home equit;’ entirely, because that would offer an unfair advantage
to home owning families relative to the renters with similar in-
comes. But we do understand the dramatic increases in home value
in some Earts of the country have J)roduced unfortunate and unin-
tended effects on some financial aid applicants. Our proposal would
cap home value at three times income, thus protecting home
:wtr:ars against liousing booms that really don’t increase their abili-

y to pay.

Sixth, we recommend the derivation of the standard mainte-
nance allowance be revised, and the allowance iteelf be renamed.
Our proposal would ensure that the methodology reflect actual and
changing family spending patterns. It would also reduce, in the
:ninds of many, what the allowance is meant to be and do.

Seventh, we urge the creation of an educational savings protoc-
tion allowance to emphasize the importance of family savings for
college, and to add face validity to a system that is often perceived
as creating a disincentive to college savings. ]

Eighth, we pro to exclude parents from the number-in-col-
lege adjustment, but permit unreimbursed direct educational ex-
penses as an allowance against income.

Ninth, and finally, we recommend that all Title IV programs
that married independent students without children be treated the
same as unmarried independent students without children. The
Pell formulas currently do this. This change wouid resolve the cur-
rent inequity of treating married independents with no children
more generously than single independent students. We continue to
smt more generous treatment for independent students with
c n.

p

Mr. Chairman, in developing these proposals, our CSS committee
has worked closely with colleagues in the National Association of
Student Financial Aid Administrators, and there is a great deal of
ccmmon ground in the recommendations submitted to this subcom-
mittee by CSS and NASFAA. You should know that our respective
recommendations for revising need analysis under Title IV reflect
the experience and best judgment of aid practitioners, as well as
leading student aid analysta.

2] ('}‘.
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On a 2gorsonnl note, and in keeping with the College Boards
Equity project, reform in need analysis will mean nothing if
America’s children do not pursue higher education. Young peopie
must be made aware of the opportunity and must be prepared to
take advantage of it.

In the words of the chairman of ARCO Oil, “Our elementary
schools are filled with elementary students, the fastest growing seg-
ment of our &l:uhtion, who have already decided to drop out of
high school. mission isn’t to hold them captive, it's to change
their minds.”

In closing, I want to thank the members of this subcommittee for
thoir continuing strong advocacy of Federal student aid programs.
For more than a quarter century those programs have been not
merely a symbol, but the chief instrument of a bipartisan national
commitment to equalizing educational opportunities.

The members of CSS stand ready to help you strengthen the pro-
grams and make them work better for students during the upcom-
ing reauthorization process. Thank you.

(The prepared statement of Sharon Thomas-Parrott follows:]
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Mr, Chairman and Members of the Subcommittee:

1 am Sharon Thomas-Parrott, Vice President for Government Relations at
DeVry Inc., and & member of the College Scholarship Service Committee on
Standards of Ability to Pay. During my 20 years in higher education I have
served as faculty member and administrator. 1've been involved professionally
with the administration of financial aid programs for 13 years.

On behalf of the 2,800 institutions, schools, and agencies that comprise
the membership of the College Board, I am pleased to have the opportunity to
participate in this and other discussions about the reauthorization of the Higher
Education Act. ‘The several ideas I will discuss today are included in a package
of legislative proposals described in more detail in an attachment to my
testimony; proposed legislative language has already been submitted to your
subcommittee.

The College Board shares this subcommittee’s commitment to
strengthening the Federal role in postsecondary education. The federal
investment in postsecondary access is a vital element in meeting national goals of
equal educational opportunity, social justice, and global economic
competitiveness.

Since 1900, the College Board, a nonprofit membership association, has

actively promoted broader access to postsecondary education. Through its

447
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2
various programs, services, forums, and activitics, the College Board seeks to
facilitate students’ transifions from one educational level and/or setting to another.

The College Scholarship Service was founded in 1954 by College Board
member colleges that sought agreement on common practices and standards for
awarding scholarships and other need-based aid. The goal of CSS is to foster
equitable and eificient administration of aid programs, while making the delivery
system as rational and manageable as possible for students and their families.

The College Scholarship Service Assembly is an association-within-an-
association; 1,900 postsecondary institutions, high schools, and agencies within
the larger College Board membership that have a special interest in, and concem
about, financial aid.

Since its founding in 1954, the members of the CSS Assembly have sought
to achieve equity and sensitivity in need analysis. In fact, the Commitiee of
which I am a member is charged with that task. We appreciate this opportunity,
therefore, to talk with you about an important challenge. How can we best
ensure equity in the distribution of student aid dollars as we undertake a »much-
needed and long-overdue simplification of student aid delivery?

Balancing the twin goals -- simplicity and equity -- is far from easy,

especially in light of continuing changes in the student population, family
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structure, college costs, and the economy at large. The leadership of the
Congress, and an effective working partnership between all the parties involved
in student aid delivery, is essential if both goals are to reccive their due.

The members of the Committee on Standards of Ability to Pay, and,
indeed, the entire CSS Assembly, are eager to help the Congress in legislating
needed reforms in the methodology during the upcoming reauthorization.

1 should add that our CSS committee has worked closely with collcagues
in the National Association of Student Financial Aid Administrators (NASFAA),
and there is a great deal of common ground in the respective recommendations
submitted to this subcommittee by CSS and NASFAA. Our respective
recommendations for revising need analysis under Title IV reflect the experience
and best judgment of aid practitioners as well as leading student aid analysts.

The College Board advances the following recommendations for the

consideration of this subcommittee:

Recommendation #1: Merge the Pell and Congressional methodologies into
one need analysis system for all Title IV programs
We believe it is time to clear away the unnecessary confusion caused by

having different need analysis results for different federal programs.

44
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4
Currently, some students who are ineligible for Pell Grants assume they

are also ineligible for other types of aid. Since this is often not the case, moving
to a simple need analysis system would eliminate this potential source of
misunderstanding. For aid administrators, explzining to familics the discrepancy
between the Pell Grant Index and the Expected Family Contribution is often
difficult and time-consuming. Furthermore, mastering two separate need analysis
systems only complicates the orientation and training of neophyte aid
administrators.

The theory and computational detail associated with the new, integrated
methodology we recommend are outlined in the College Board’s proposed
revision to Part F of Title IV. We would be glad to work with the subcommittee
to simulate the impact of the proposed merger and ensure that it does not produce

unintended redistributional effects or other dislocations.

Reconmendation #2: Simplify the Definition of Dependency Status

The current definition is not only cumbersome, it is virtually impossible
to understand and to administer. In the current Application for Federal Student
Aid (AFSA), fully 16 questions -- several of them Quite complex -- are required

to establish dependency status under the existing definition.

40
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The College Board’s proposal for simplification is:

Priserve the current autom.. criterla -- age 24 or
older, veteran Status, orphan or wata of the court, or
dependents other than a spouse - but change the date on
which age 24 must be established from January ! to July 1
to correspond with the awarding cycle.

Permit graduate and professional students to establish
independence automatically without reference to any other
conditional criteria,

Eliminate all conditional criteria,

‘Allow aid administrators to exercise their professional
judgment to classify as independent those students who do

a0t meet any of the automatic criteria but who are
genuinely self-supporting.

This proposal would reduce the required questions cx the form to only

And it would do so withow introducing new inequities into the system.

Currently, the preponderance of applicants who qualify l_‘(_)r independent status -~

nearly 85 percent -- qualify on the basis of automatic (rather than conditional)

criteria, according to an analysis of a 10,000-case sample drawn from CSS’s

1990-91 filing population:
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Table 1. Impact of Independent Student Criteria

% Filers

Establishing

Independence
Over age 24 76.6
Veieran 1.3
Orphan/ward of the court 1.3
Legal dependents 5.4
Undergraduate conditional criteria 8.7
Graduate/married conditional criteria 5.7
Professionat judgment 1.0

The same analysis also suggested that an estimated 10.5 percent of
currently self-supporting students might become dependent on the basis of the
proposed new definition, unless professional judgment were applied. In many
such cases, professicnal judgment probably would be applied, provided that
sufficient evidence of self-support was available, The average age of these
students was 21; their average Adjusted Gross Income (AGY) was about $10,000;
on average, they were in their third undergraduate year in college. (About 8
percent of them had provided parental income and asset information when they
completed the 1990-91 need analysis form.)

In summary, the proposed definition would contribute to greater ease of

application for students and more equitable administration by aid officers,

47
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Recommendation #3: Create an Application Bypass for Low-Income Students

The current "Simple Needs Test® is nos simple. Students have to complete
several questions just to figure out whether they qualify, and do not necessarily
benefit from it even when they do.

The College Board strongly recommends that the Congress repeal the
provision, and create instcad an "application bypass” for very low-income filers.
This is a concept that the College Board initially defined and advanced back in
1986.

We would propose that this exemption from income- and asset-analysis b
made available to any dependent filer's parent(s) whose total taxable income is
Jess than the IRS earned income credit limit and who files IRS 1040A or 1040EZ
(or, infact,whoseineomeissolowd\attaxeaneednotbepaidatall).

Such a bypass would permit certain filers to provide only basic
demographic data on the plication form, and skip the more complicated income
and asset questions, Individuals who qualify for the application bypass would
automatically be accorded maximum aid eligibility.

To assess the impact of this proposal, the College Board examined the
distribution of parents’ contributions in its 10,000-case sarnple for those

dependent filers who would qualify. As Table 2 demonstrates, nearly 13 percent
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of tis filing population would qualify, and 82 percent of them already

demonstrate zero parents’ contributions under current Part F need analysis.
‘The prospect of an application bypass for independent students is more

complicated and less easily agreed-upon in the aid community. But we are

looking into possible mechanisms that may be appropriate for these filers as well,

perhaps aiso based on the earned income credit limit.

Table 2. Distribution of Primary CM PC

for Dependent Bypass Qualifiers
AFDC Nonfileny 1040AEZ-
AGI<£20001 _ Tolsl

PClprimar) N % N % N & N S
$ 0 40 64 1831 288 29 410 517 822
10 50 O .0 2 3 6 1.0 ] 1.3
St 100 1 2 2 3 5 .8 8 1.3
1010 150 © .0 0 0 7 1.1 7 1.1
1510 200 O .0 1 2 5 .8 6 1.0
Wi 250 0 0 1 2 6 1.0 7 1.1
2510 300 O 0 0 .0 2 3 2 3
30110 350 O 0 1 2 5 .8 6 1.0
310 400 O 0 1 2 2 3 3 .5
410 450 O 0 0 0 6 1.0 6 1.0
4510 500 O 0 0 0 6 1.0 6 10
5010 750 O 0 2 3 10 1.6 12 1.9
7510 1000 O 0 (] 0 7 1.1 7 1.1
100110 1250 © 0 (] 0 10 1.6 10 1.6
125110 1500 O 0 (] .0 2 3 2 3
1501 & higher 4 6 6 1.0 12 19 22 3.5
Total 45  7.2% 197  313% 387 61.5% 629 100%

(Note that Table 2 wses 1otal taxable income of $20,000, rather than the ~arned income credit
limit, but the effects would be comparable.)

4
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Recommendation #4; Eliminate provisions that complicate the methodology

but affect relatively few applicants, and rely instead on professional judgment
to handle special cases.

We propose eliminating from the methodology the following elements:

— Special provisions for dislocated workers and displaced
homemakers

-- Adjustment for unusual medical/dental expenses

- Adjustment for elementary/secondary school tuition

Less than three percent of CSS dependent filers report dislocated
worker/displaced homemaker status; the percent of. independent filers is even
lower. Only about 10 percent report elementary/secondary tuition expenses,
Larger percentages report medical/dental expenses, but the average allowance for
filers reporting such expenses is typically only a few hundred dollars and has a
negligible effect on the expected contribution.

All three of these elements add complexity to the current methodology, yet
the results are not significantly influenced by the added data for most applicants.
We propose they be removed from the methodology, but that under Section 479A
aid administrators be explicitly authorized to exercise professional discretion in

treaﬁﬁg applicants who report such special circumstances. Affording special
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consideration to some students does ik require cluttering up . te methodology and

the application form for'all students.

Recommendsation #5: Reform the Treatment of Home Equity

Dramatic increases in home values in some parts of the country have
produced unfortunate and unintended effects on some financial aid applicants.
The problem is not so much with families that have — or recently had -- the
wherewithal 0 buy very expensive houses. Rather, it is with families who own
homes that are worth far more than they could afford if they had to buy in
today’s market.

The unintended result is that some families who apply for financial aid
find that their home equity increases their expected parents’ contributions (PCs)
dramatically 2ad disproportionally, and may even push them out of eligibility
altogether.

One potential solution to the home equity dilemma is to eliminate it
altogether from need analysis. But while this has the advantage of simplicity, it
produces gross inequities. Eliminating home equity from need analysis entirely
would almost certainly produce far greater need and eligibility among middle- and
upper-middle income families relative to the very poor, and transfer aid from

black families to white.

pe
- -
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There are essentially four reasons why eliminating home equity is a bad

® Homeowners (as compared to renters) are already protected from
rising housing costs. ‘This is the chief reason home equity has always
been taken into account in measuring ability to pay. Relative to renters
with comparable incomes, homeowners' housing costs are lower and
fixed, and thus they have a greater ability to pay.

®  Homeowners are generally wealthier than renters. Homeowners'
average houschold income in 1987 was $31,903 -- almost twice the
average houschold income of reniers ($17,474).

w Homeowners are more likely to be white than black. According to the
U.S. Census Burcau's 1989 Statistical Abstract of the United States, an
estimated 92 percent of al! owner-occupied housing units are occupied by
white households, and the home ownership rate among white households
is 56 percent higher than among black households.

8 Homeowners receive favorable treatment under the incoms tax code
that is not afforded renters. Part of the mortgage payment js tax
deductible; rent payments are not. Home equity loans for educational
purposes give homeowners a tax deduction; renters get no such break on
educational loans.

To ease the problems of families whose housing values have outstripped

their incomes, the College Board proposes instead that home value be capped at

three times income. This will protect aid applicants against housing booms that

really didn't increase their ability to pay.

The rationale for the "three times income” is based on a well-known "rule

of thumb” in the mortgage industry. A family secking a mortgag~ is typically

cligible to borrow up to a level where the maximum monthly payment equals

30¢] G R ALABLE
R
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about 30 percent of total income. This is the mortgage-industry standard for

affordability.

Using that standard, a family with a $30,000 annual income could afford
to buy a $90,000 house, paying about $790 a month at current rates with 100
percent financing. Conversely, if a family with 2 $30,000 income bought a house
for $60,000 ten years ago, and the value of that house has escalated to $250,000,
the family would not be able to afford that house in today’s market.

Under the College Board proposal, the family's home value would be
capped at $90,000. The home’s inflated value would be ignored by the system.
The proposed new treatment would add greater equity, but no new questions to
the current forms. In processing, the central system could compute home equity
using either the reported home value minus the mortgage or the total income
times three minus the mortgage -- whichever is lower.

An analysis of the impact of this proposal was undertaken by running it
against a 10,000-case sample of 1950-91 FAF/SAAC filers. The average amount
of the resulting benefit varied by both income and amount of home equity, but the
significant finding was that the home value cap would generace similar effects
across all income bands. By contrast, eliminating home equity entirely chiefly

benefits higher-income families.
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Recommendation #6: Re-Base and Re-Name the SMA

There are two problems with the Standard Maintenance Allowance (SMA)
as currently constructed; its name, and the economic data underpinning current
SMA values.

In Part F needs analysis, the SMA is intended to represent the amount a
family requires for basic necessities. A family with income equal to the SMA has
no money (0 use for nonessentials like a higher standard of iiving or college
expenses. Need analysis sets the zero contribution level for a financial aid
applicant at the level of the SMA.

Above the SMA ievel, families have income that they can use for
education as well as for other expenses. Need analysis expects that a portion of
this so-called discretionary income will be used for college. The portion depends
on family income, rising from 15 to 47 percent as incomes rise. Thus need
analysis leaves most of this discretionary income to the family to use in
improving its general standard of living.

Despite this, many people are misled by the name “standard maintenance
allowance.” They believe that the SMA represents the total amount the need
analysis system thinks their family should live on, rather than just the amount
required to cover basic necessities.

There are also problems with the way the SMA is derived. 'The data
about family expenditure patterns underpinning the SMA are based on the 1967
Bureau of Labor Statistics (BLS) lowes-budget expenditures for an urban family

N
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of four. These budgets do not describe how any particular family actually spends

its money, but rather reflect what it costs to purchase a specified "shopping
basket” of goods and services. In nther words, these budgets reflect the best
authoritative judgment, on a category-by-categsry basis, of what a family requires
to subsist; in a sense, they are "prescriptive* of behavior instead of "descriptive.”

Over the past 25 years or %o, shifts in relative prices and wage rates,
changes in tastes and habits, changes in lifestyles, and the availability of new
products have called into question the relevance of these standards. For example,
the budget stand:a'rd includes on its shopping lic: for apparel an anachronism like
*pedal pushers,” but does not reflect new products and services introduced since
1967, such as the increasing v. - of day care. To reflect changes in the market
basket over time, the allowances have been adjusted for annual changes in the
Consumer Price Index (CPI).

The SMA is the major allowance against income in need analysis. As a
consequence, its relevance in time and theory is extremely important to the
validity and underpinnings of need analysis. Because the SMA is based on data
that are nearly 25 years old, it has been criticized as not reflecting present family
circumstances. ‘

The College Board's proposal consists of two parts:

(1) Change the name of the SMA 1o the "Income Protection Allowance”®

{IPA) to better communicate its function and mitigate the impression that
it is supposed to cover all of a family's - ving costs; and,

-
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(2) Revise the basis for formulating the allowance by shifting from the
historic BLS budget standards (inflate. ......ally for CPI chonges) to a

nom derived from the ongoing Consumer Expenditure Survey (CES),
which is conducted annually by the BLS. By using CES date, the

methodology will more closely reflect actual family spending pattems that
are continually updated.
Recommendation #7: Create an Educational Savings Protection Allowance
Currently, Part F need analysis does not provide incentives for families
to save for college and, as a result, does not convey to families values that are
vitally important to higher education. Families who save for college may find
that their careful planning will result in ineligibility for financial assistance.
This perceived dichotomy - that those who save are “penalized,” while
those who spend are "rewarded” - has contributed to dissatisfaction about the
current treatment of savings in the methodology. Many families believe (and
many financial planners advise) that the methodology contains a savings
disincentive, and, as a result, families do not save in hopes that they will qualify

for additional aid. Even though this disincentive is often exaggerated®, we

*Many people assume that need analysis penalizes savings by "taxing" it
at high rates; that is, by raising the expected family contribution by all or nearly
all of the amount of savings. In fact, families end up much better off if they save
for college, even under the current need analysis methodology. This can be seen
by looking at how the expected par=atal contribution for a family of four changes
when income or asset levels change. Let's assume that the family originally has
$40,000 in annual income and $40,000 in assets. If its income increases from
$40,000 to $56,000, its expected contribution will increase from $3,951 to
$8,626. If its income remains at $40,000, however, and its assets increase from
$40,000 to $60,000, the expected contribution will increase by a much smalier
amount, growing from $3,951 to $4,943. An increase in assets from $40,000 to
$80,000 increases the expectation from $3,951 to $6,071.
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believe that the need analysis methodology should convey a more positive

message about the benefits of saving for college.

The College Board proposes the addition of a new asset protection
allowarice to Part F need analysis: an Educational Savings Protection Allowance
(ESPA) that is designed to prevent a dependent student’s family contribution from
incre .sing significantly because the parents have chosen to save for college.

Our Committee on Standards of Ability to Pay is currently working on a
formula for deriving an ESPA, which would protect an amount of savingk roughly
equivalent to the parent contribution of that fami'ly. We will be glad to provide
Congress with additional information in this area as soon as we finalize the

formula and model it against a sample of cases.

Recommendation #8: Exclude Parents frum the Number in College

We are concerned about the current inclusion of parents in the number-in-
college adjustment for several reasons. First, many parents enroll in colleges that
charge very low tuition and fees. The cost to the family is minimal, and the
reduction in the PC undersiates the parents' ability to pay for their children’s
postsecondary education.

Second, many parents enroll in personal development courses rather than
degree or certificate programs. To the extent that such endeavors are clearly
discretionary in nature, so are the associated expenses. Third, it is not

uncommon for their employers to pay the tuition costs for those who do enroll in

-n
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degree or certificate programs. Therefore, there really isn't any impact on the
parents® ability to contribute to their children’s education.

Fourth, the enrolled parent doesn't generally move out of the home to
pursue his or her education or training. The related Standard Maintenance
Allowarice adjustment for additional enrollees assumes that a child will move out
of the home to attend college; the enrolled parent will not do so.  Finally, the
current treatment disproportionately benefi's families at the high end of the
income scale, while lower-income families receive virtually no benefit from the
treatment. (A zero PC divided by two, three, or four is still zero.)

The College Board proposes instead that parents be excluded from the
number-in-college adjustment, but that aid administrators have the explicit
authority under Section 479A to reduce available income by the amount of
unreimbursed direct educational expenses of parents enrolled in degree or

certificate programs.

Recommendation #9: Treat Self-Supporting Students Similarly

Currently, Part F need analysis treats independent students with
dependents very differently from independent students without dependents.

On its face, this certainly makes sense. Students without dependents have
a greater ability to contribute toward educational expenses than similarly situated
students with dependents. Yet, in the Part F formulas, married independent
students withous children are afforded the same comparatively lenient treatment

as independent students with children (and almost the same treatment as parents

e
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of dependent students), while single independent students witho children are
treated much less generously. In contrast, the Pell formulas do not extend the
more Jenicnt "parental” treatment to an independent student unless that student has
children or other qualifying dependents,

We are concemned that scarce financial resources are being redistributed
to married independent students without children -- applicants who were eligible
for little, u any, need-based aid prior to the implementation of the Congressional
Methodology. In 1987-88, the last year in which the old Uniform Methodology
(UM) was in use, the average contribution for married independent filers without
children (about 10 percent of CSS independent filers) was $8,670 -- nearly four
times more than what it is today.

It can be argued further that the current approach does violence to the
principle of horizontal equity, since the single independent student without
children is assessed 30 much more heavily than the married independent student
without children. Under the 1990-91 formulas, the average contribution for CSS
married independent filers without children was $2,386, while the average
contribution for single independent students without children was $4,570.

The potential inequites associated with the treatment of married
independent students who have no children are compounded when both the
student aid applicant and the spouse are enrolled in postsecondary education and
apply for aid. Assuming a1 enroliment period of nine months, the Standard
Maintenance Allowance recognizes 15 months of living expenses for these
families (12 months for the spouse and 3 months for the student). This SMA is
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subtracted from the couple’s total income in computing the student's contribution
from income and is subtracted again from the co .e’s total income in computing
the spouse s contribution from income. (In other words, 30 months of individual
maintenance are subtr.zted from the couple’s 12-month income when both student
and spouse are aid apnlicants.) Furthermore, both the student and the spouse are
granted a nine-month living allowance when the aid administrator determines each
student’s own expense budget. This means that a total of 48 months of expenses
are recognized in determining the student’s and spouse’s financial aid eligibility
for the nine-month enrollment period. '

In order to resolve the inequity and produce a treatment of independent
students that is in line with the current Pell treatment, the College Board
recommends the following modification of Part F need analysis:

1. Apply the income assessment rates currently used for independent
students without dependents (70 or 90 percent for taxable income

and 100 percent for untaxed income).

2, Apply the state and local tax rates currently used for independent
students without dependents.

3. Reduce income by a monthly maintenance allowance for each
month the student and spouse are not enrolled in postsecondary
education. (This allowance would be derived annually from the
two-person SMA instead of fixed at $600 per month, as is
currently the case for single independent students without
dependents, and therefore, would be updated for inflation.)

4, Require a minimum contribution from available income of $1,200,
after dividing the available income by the nui+her in college.

S. Provide an employment allowance if the spouse is employed.
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6. Use the 35 percent asset conversion rate currently used in the Part
F treatment of independent students with no dependents.

7. Divide the income supplement by the number in college.

Conclusion

In closing, I want to thank the members of this Committee for their
continuing strong advocacy of the federal student aid programs. For more than
a quarter of a century, those programs have been -- not merely a symbol -- but
the chief instrument of a bipartisan national commitment to equalizing educational
opportunity.

In an era of escalating national needs and rising global competition, those
programs are more important than ever -- as is your leadership in their defense.

Thank you.
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Simplicity, Equity, and Integrity:
An Agenda for the Reauthorization

The College Board
April, 1991

The College Board’s Reauthorization agenda was developed over the course of many months in consultation with
its Board of Trustees, the Advisory Pasel to the Washingtoa Office, the College Scholasship Service (CSS)
Council, the CSS Council Committe oa Standards of Ability to Pay (CSAF), the financial aid divisions of the
six Regional Assemblies of the College Board, and the Advisory Committee to the Uffice of Adult Learning
Services. These jdeas were submitted to the House Postsccondary Education Subcommittee and the Senate
Subcommittee on Education, Asts, and Humanities in April, 1991,

Simplify applicatlon forms, need analysis methodology, and delivery

Distributing finite subsidy doflass oa the basis of relative financial circumstances is 8 complex undertaking. ‘ But
the complexity shos1ld lie in the policy that undergirds the programs, not in the application process or the practice
of student ald administration. Simplifying aspects of the system with which students and families interact will
promote greater public undesstanding of, and coafideace in, the process.

. Integrate the Pell Grant and Part F (Le., Congressional) methodologles into a single methodology. The
mainteoance of two separate metbodologies complicatzs the assessment of need and eligibility. Families
find the dual methodologics confusing; aid soministrators find them burdensome; processors and
policymakers alike find them t!iﬂicult to maintain, analize, and update,

. For Pell purposes, adjust the outcome of the new, Integrated methodology by subtracting the amount
of the minimum studest skave from earnings foom the expected family share, producing a *Pell
Eligibility Number.® .

. Permit lnstitotions to pay a Pel) Grant ea the basis of an officlal Peli Eligibllity Number, whether the
result is delivered directly by a certified MDE processor, by the applicant, or by such other means as
the Secretary might choose to designate. This change will simplify the data flow and result in morc
timely delivery of both award potifications and dollars.

. Use more understandable language throughout Title IV wherever possible, such as “family shase®
instead of *family contribution® (which carrics an Inaccurate connotation of being voluntary).

. El!mh‘mte complicating data elements and treatments that affect comparatively few applicants, such
as the special allowances for dislocated workers and displaced bomemakers, medical/dental expenscs,
and elementary/secondasy school tuition.

. Remove veterans' beaefits from the Part F peed analysis formulss and treat all such bepefiis
consistently as a resource available to the applicant.

. Place greater reliance oo the professional Judgment of aid administrators to address such special
circumnstances as the foregoiog.

. Repeal the Income Contingent Loan Program. The program bas never ganered wide con.munity or
public support, and funds required to fund it in futuse years can be reallocated to better elfect.
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Streamline the delivery of aid to very low-income applicants

Their peeds are great, their resources are extremely limited, and their iateractions with the delivery system can
and should be simplified.

Repea) the complicated *Simple Needs Test,” and Instead permit certaln filers to provide only basic
demographic data on the application form and skip all Income and asset questions. Qualifying for the
bypass: 1ecipients of public assistance who are the parents of dependent filers or are themeelves
indepeadeat filers; dependent Blers' parents who do pot file an IRS Form 1040 and whose tolal taxable
income is less than the RS earned income credit limit.

Automatically azc<rd all filers qualifylog for the application bypass a zero pareots’ share (if they are
the parents of dependent students) or & zero student’s share (if they are self-supporting students).
Dependent filers whose parents are public assistane: recipicats would also be permitted to skip student
income and asset questions. Past F would assume a minimum student sbare from earnings. -

Authorize the Secretary to enter Into agreements with Insiitutions for the purpose of conducting
projects designed to demonstrate or determine the feasibility and value of alternative mechanisms for

- assessing need and eligibility without recourse to a completed comsmon application form, Possible

innovations: alternative applications, computer software, guided intefviews, early cstimates. !

Increase assistance to the neediest by restoring the purchasiﬁg power of Pell Grants

Rising college costs and a decade of Suisation without any increase in the Pell maximums bave reduced Pell Grant
Program's support for the neediest students and eroded the purchasing power of the grants.

Increase the maximum award 1o $4,000 {$2,500 for living expenses and up to $1,500 for tuition, limited
to 25 percent of tuition). The effects of the proposal would be to increase support for the neediest
studeats, provide more realistic living-expense budgets and greater tuition seasitivity, and recoup
inflationary losses in the Pell Crant’s purchasing power over the last decade. (Note: This proposal is
being advanced by the American Council on Education (ACE) on behalf of 12 higher education
associonions; the College Board endorses it in principle.)

Simplify the deﬂnitioﬁ of independent student status

The current definition is too complicated. Students can't understand it; aid administrators find it difficult to
administer; the 16 questions currently required to fulfill it make the form look intimidating,

Q

ERIC

Aruitoxt provided by Eic:

Preserve the current automotic criteria (but change the daic on which age 24 must be established
Jaouary 1 to July 3 to correspond with the awarding cycle).

Permit groduate and professional students to establish independence automatically witbout reference
to any other conditional eriteria.

Eliminate all conditlonal criteria.

Allow aid adminlsirators to exercise their professional judgment to classify as independent those
students who do not meet any of the automatic criteria but who are geouinely self-supporting.
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Provide for greater sensitivity, equity, and currency in need analysis

mwdhmmmwwdmmmmﬁdeqﬁndbmhﬁto
reflect current realities about family attitudes and expenditure patterns; still others are rapidly becoming ossified
in law. We can do better. .

Cupbmmuu&mﬂwhcm.(m-uboddoomﬂmwemeqmmehhrm
reported bome value minus the mortgage or the total incume times thr2e minus the mortgage, whichever
js lower.) Such a trestment would provide somse reliel to families whose bome values ia “boom markets®
bave far outstripped their true incomes, while maintaining equity betweea bomeowners and renters.

Trerease the minlmum studest share from earniogs from $700/$900 to $900/$1100 (for dependent
uudcm)ud&ontlmmsw(fuul-wmﬁumdm).ndﬁemkuquunderivaliom
t0 the federal miaimum wage. This provides as economic rationale for deriving and updating winimum
contributions {which arc mow (ixed in law). :

Rename the Standard Malatenance Alowance (SMA) the *lacorne Protection Allowance (IPA)," and
compute Its value an the basis of acrms derived fron. ‘he sar.ally conducted Consumer Expenditure
Servey (CES), satber than from the historical BLS budget standards inflated annually for changes ia the
CPL

Create an Educational Savisgs Protection Allowance (ESPA), to eliminate the perceived disincentives
to saving in Past F peed analysis by easuring that a dependent studeat's expected family share is not
dispeopoutionately increased because the parents have chosen to save for college.

Exclude parenis from the number-in-coliege adjustment, but permit financial aid administrators to
exercise professionsl judgment by accounting for their unreimbursed direct educational expenses as an
allowance sgainst income, provided that the parents are earolled in degree or certificate programs. This
is a more progressive treatment of families in varying ecosomic circumstances whose parents are
enrolled in postsecondary education than curreat practice.

Modify Part F meed analysis (o treat all independent students without children o a simflar manner,
except that the assessment sate oo income be set at a *flat® 70 perceat (in order to corvespond to the
treatment proposed in NASFAA's Plaa foe Reform).

Provide for the anupal updating of the asset conversion rate tables in Part F by increasing values to
reflect increases ia the Buseau of 1.abor Statistics (BLS) Coosumer Expenditure Survey. (The asset
conversion tables have not been updated since prior to the last reauthorization, and are cutrently fised
in law))

Establish a mechanlsm and a timetable for structuring annual review and updating of Part F formulas
and tables. The goal is t0 ensure the continuing vitality of the methodology. The Secretary will be
directed 10 solicit advice from the educational community and the public, and present proposals to the
Congress for consideration between reauthorizations.
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Aruitoxt provided by Eic:

Reinforce and reward program quality and integrity.

Access remains the touchstoae of the Higher Education Act, but on bebalf of students, we must ask: "Access to

what?*

Authorize the Secretary to establish ohjective performance standards for the administration of Title
IV programs, in consultation with appropriate institutions and agencies, Provide also for systematic
program reviews and both sutomatic and on-site recertification reviews. Require timely notification of
the Secretary by accrediting agencies of action taken with respect tu a particular institution. (Note: The
Coliege Board endorses in principle this proposal from ACE.)

Authorize the Secretary to develop & program of regulatory relief, under which institutions that meet
or exceed objective performance standards are eligible to apply for exemption from portions of Federal
regulation. Examples of areas subject to possible waivers or modifications: requirements related to
transfesring funds between programs, reporting to the Federal government, audits and program reviews,
collecting data from and/or reposting data to applicants and prospective applicants, ’

Permit Institutions eligible under Title 111, Parts A and B, to use funds to institute such changes as

. may be required to meet objeitive performance standards established pursuant to enactraent of the

foregoing.

Support earlier guidance and outreach, especially to at-risk students.

Studest aid dollass alone ase not enough. More and earlier help is needed to increase the rate at which the most
disadvantaged students ¢oroll in and succeed at higher education.

Encourage institutions of higher education to develop College Work-Study programs lovolving eligible
students In early-outreach activities aimed at low.income Junior high and bigh school students. (A
pew authority under College Work-Study would paralle! the current Community Service Learning
provisions of CWS.)

Reavtborize for an additional four years, expund eligibility to include individuals preparing for careers
in school:based counseling, as.' “ename the progrom the *Congressional Teacher and Counselor
Scholarship Programs.® The broadeued focus would recognize the increasingly critical role of guidance
counselors in facilitating students’ transition from one educational setting and/or level to anceher.

As a conditlon of participation In Title IV programs, require postsecondary institutions to report on
enroliments and institutional finances to the Integrated Postsecondary Education Data System
(IPEDS), modificd as appropriate to accommodate proprictary accounting practices.)

Authorize a new authority under the State Supplemental Incentlve Grant (SS1G) Program that
provides matching grants tv encourage states to create or expand early interventlon programs for at-
risk students. (Note: The College Board endorses in principle this proposal from ACE.)

Expand the authorization of the TRIO programs beyond the approximately 20 percent of the eligible
population now served.

Authorize the Secretary to make cootracts for ap early awareness Ioformation program aimed at high
school students and families. (Note: The College Board endorses in principle this proposal from ACE.)

Enact provisions of H.R. 1524, the "Student Counseling and Assistance Network Act of 1991.°

» -
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Mr. SAWYER. Thank you very much, Ms. Thomas-Parrott.

Ms. Hicks?

Ms. Hicks. Mr. Chairman, members of the subcommittee, good
morning.

My name is Elizabeth Hicks. I am Assistant Dean of Admissions
and Financial Aid at Harvard and Radcliffe Colleges, and Coordi-
nator of Financial Aid for Harvard University. On this occasion, 1
am here to represent the nearl 3,300 members of the National As-
sociation of Student Financial Aid Administrators, NASFAA.

A< the past and current chair of NASFAA's Need Analysis
Star: 1ards Committee, and a long time member of that committee,
I have been involved in the exploration, review, and development
of NASFAA’s proposal for an understandable need analysis meth-
odolo%y, which will, in turn, simplify the delivery of Federal stu-
dent financial aid.

We are pleased to have the op rtunity to highlight our prgpoeal
for need analysis. We are grateful that the product of NASFAA’s
extensive discussions has been afforded this opportunity for review
and discussion. We believe that our approach is most neficial to
Federal student aid recipients.

The NASFAA plan for reform proposal identifies a single need
deterinination process for Federal funds, while recognizing that
some institutions, States, or private aid sources may need or desire
?dd(iitsional data or analysis to assist them in awarding their own
unds.

The methodology included in the NASFAA plan is intended as a
baseline for all Federal programs, using a gsingle application form.
While others have promoted the desirability of a single need analy-
sis for the Federal programs, NASFAA has actually developed com-
plete methodology.

We recognize that modifications muy be necessary, but we are
encouraged that our proposal will form the framework for discus-
sions in this critical area. I would like to mention several key fea-
tures of the proposed Federal methodology as envisioned by
NASFAA.

First, the determination of who should pay is simplified. The par-
ents first/students first concept replaces the existin% definition of
self-supporting status, and supports the use of profussional judg:
ment authority by financial aid administrators to address unusual
circumstances.

The elimination of independent/dependent terminology places
ttappropriate emphasis on responsibility to pay, not on other seman-

ics.

Second, the application process for qualified public assistance re-
cipients is radically expedited. Families receiving public assistance
will receive only a small number of demographic eligibility ques-
tions on the application form. Those who meet these basic eligibil-
ity criteria will be fully eligible for Federal assistance.

Third, the number of data elements is reduced for a specific low-
income population. Parents of students with a total income of
$20,000 or less, and who do not iile a 1040, will complete no asset
questions. It is important to note that we believe our a proach,
eliminating asset questions for families below the specified income
level, as well as the use of limited questions for public assistance
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recipients, accomplishes essentially the same goal as the simplified
n test in current law, but in a more quit.a le manner.

In addition, this outcome is achieved without an additional meth-
odology. The proposal we have advanced incorporates the need and
treatment of these distinct populations into one single methodolo-

gy. -

Fourth, the overall ahumber. of application data elements is re-
duced, while the critical role of the professional judgment of the fi-
nancial aid administrator to deal with special circumstances, is
maintained. Any attempt to streamline the delivery of student aid
must be accompanied by authority to be sensitive to situations that
do aut meet the norm.

Use of the parents first/students first definition contributes sub-
stantially to this reduction. Acknowledging otlier data elements
such as separate treatment for dislocatrd workers and displaced
homemakers, the amount of medical/dental expenses, and the
amount of elementary and secondary tuition paid for dependent
children for affected students, is more efficient than encumbering
the ap%lication with these items for all applicants.

Fuirther, the NASFAA draft application document, of which we
provided you a copy over here on the flip board, provides a section
of the description of special circumstances, which will enable finan-
cial aid administrators to identify families and students in these
situations. _

Fifth, home asset value is capped relative to a families income.
The capping of home asset values under our model will protect
those families, icularly those from the middle income ranges,
whose home values have escalated dramatically and out of propor-
tion to their incomes.

Sixth, desired Folicy objectives are met through database
matches, instead of encumbering the application with certification
statements. NASFAA believes that datagaae matches with the Se-
lective Service, the Immigration and Naturalization Service, and
the National Student Loan Data System, when operational, are im-
portant in achieving more accurate information, and in making the
system less of a barrier to students.

These matches are a very h'hgh priority because they carry out
Federal gublic licy purposes determined by Congress without im-

ing the student ai tem.

Since 1980, NASFAA endorsed the view that students should
not pay fees for applications, and still strongly embraces this goal.
In a climate of unlimited Federal funding, free processing for all
students would clearly be the ideal.

However, our realistic assessment of current Federal fiscal con-
straints prcposes prioritizinﬁ‘ the distribution of Federal funds for-
this purpose to ensure that the most needy are served first.

The primary goals of NASFAA’s work were equity and access.
Assuring equitable distribution of funds among student applicants
and ease of entry into the process, so that the process itself does
not present a barrier to higher education. These goals are repre-
sented by the NASFAA plan.

We recognize that some modifications may be necessary, and in
fact, are currently working with the American Counsel on Educa-
tion and the other presidential associations to ensure that the re-
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sults from our proposed analysis will be compatible with the Pell
Grant formula modification they have developed, while still meet-
ing our stated goals.

We welcome the comments we have received on our proposal as
an opportunity to clarify ou: intent and to expand the base of
knowledge of interested individuals.

In closing, let me emphasize our belief that it is of utmost impor-
tance to accomplish these goals by streamlining the difficult proc-
ess for those most at risk, while maintaining access for equally
qualified students with modest resources.

We pledge our support to the goal of refining the proposal we
have outlined to achieve this end. We look forward to working with
you, Mr. Chairman, and this subcommittee, as work continues in
this important area.

I thank you for the opportunity to appear before you and would
be happy to respond to any questions you have.

[The prepared statement of Elizabeth Hicks follows:]
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Mr. Chairman, Mcmbers of the Subcommittee: Good mommg My namens
Elizabeth Hicks. I am Assistant Dean of Admissions and Financial Aid at Harvard
and Radcliffe Colleges and Coordinator of Financial Aid for Harvard University, and
on this occasion, here to represent the nearly 3,300 institutional members of the
National Association of Stwdent Financial Aid Administrators (NASFAA). As the
past and current Chair of NASFAA's Need Analysis Standards Committee and a
long time member of that committec, I have been involved in the exploration,
review, and development of NASFAA's proposal for an understandable need
analysis methodology which will, in turn, simplify the delivery of federal student
aid.

We are pleased to have the opportunity to highlight our proposal for need analysis.
We arc grateful that the product of NASFAA's extensive discussions has been
“forded this opportunity for review and discussion. We believe that our approach
is most beneficial to federal student aid recipients.

As you know, in developing our Reauthorization recommendations in ¢his area and
others, NASFAA conducted a systematic review of its membership to determine the
needs of students. Hearings were held in our member regions and input was
solicited through publications specifically targeted toward Reauthorization. A
specific Task Force was formed which spent the last two years identifying issues,
submitting proposed solutions to the NASFAA membership, and concluding
positions through the Board of Directors of the Association.

_'~J
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This review process identified simplification of student aid delivery as one of four

- essential themes, | To respond, NASFAA has created a cohesive, comprehensive
approach to make the delivery system more understandable and accessible to
students, while maintaining a high value for all participants in the process. This
approach is embodied in NASFAA's *Plan for Reform.”

Backerouod

A bricf review of NASFAA's approach may be uscful as a refercnce. The “Plan
for Reform'* represeats more than 5 years of study and review by NASFAA's Need
Analysis Standards Committee, which is comprised of representatives from all
sectors in NASFAA's membership. The Committee's study included numerous
interviews with various participants in the system as well as extensive feedback
from the NASFAA membership. The input stressed the increasing burden on
students in terms of application completion and clearly pointed to the need for
change in the mechanisms for entry into the studeat aid process.

NASFAA identified four primary goals to guide its review of the student aid
delivery system: 1) funds are equitably targeted to the lowest income familics, Z)
the process assures access to postsecondary education, 3) the system is
understandable; and 4) the data required supports accuracy.

Inherent in NASFAA's goals is the premise that a revised delivery system should
not have the undesirable effect of reducing aid to the necdiest students, whom these
programs are, first and foremost, intended to serve. NASFAA also recognized the

2
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dual need to direct funds appropriately to low-income disadvantaged individuals and
to provide assistance to working families.

PFurther, in addressing the goals, NASFAA found that while simplification was not
an adequate goal in and of itself, it was determined to be the best mechanism to
achieve the goal of access. ‘This is more than a semantic distinction; if simplicity
was the goal, a sysiem with a handful of clements would work. However, the
student aid delivery system must be both accessible--appearing easier to families--
and must preseive funds for the neediest students by correctly assessing the financial
strength of families more able to pay for postsccondary expenses, thus limiting the
demand on student aid funds that might otherwise reduce funding support to the
neediest students. Further, such a systcm must, to the greatest extent possible,
address the needs of the partners—the federal government, states, institutions, and
private donors--in this process and minimize the nerassity for additional data,

thereby ensuring sensitivity to student necds, as well.

The “Plan for Reform'’ reflects NASFAA's view of that balance. We believe the

resulting process is equitable and accessible -- but also is more simple.

Key Features of the Simplified Approach

The NASFAA *‘Plan for Reform" proposal identifies a single need determination
process for federal funds, while recognizing that some institutions, states, o private
aid sources may need or desire additional data or analyses to assist them in

awarding their own funds. The methodology included in the NASFAA Plan is
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intended as a baseline for all federal programs, using a single application form.
While others have promoted the desirability of a single need analysis for the federal
programs, NASFAA has actually developed a complete methodology. We recognize

that modifications may be necessary but we are encouraged Jhat our proposal will
form the framework for discussions in this critical area.

Following are the key features of this proposed federal methodology, as envisioned
by NASFAA,

* The determination of ‘‘who should pay* is simplified.

The “Parents First/Students First’® concept replaces the existing definition of self-
supporting status and supports the use of professional judgment authority by
financial aid administrators to address unusual circumstances. The assessment of a
family's financial well-being reflects the position that parents have the primary
responsibility for postsecondary cducation expenses, with the subsequent
responsibility resting with students themselves, The elimination of
‘‘independent/dependent’’ terminology places appropriate emphasis on responsibility

to pay, not on other semantics.

Students under age 24 qualify under the proposed ‘‘Parents First™ definition, unless

they fall into onc of scveral categories. Tliese Categories, which would be
considered under the ‘‘Students First'' definition, include veterans, orphans and
wards of the coun, students with dependents (other than a spouse), and
graduate/professional students. Fall 1990 data irom the College Scholarship Service

4
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shows that 84.6 percent of their independen filers cstablished their independence
based on the automatic criteria included in the NASFAA Plan,

« 'The application process for qualified public assistance recipients is radically
expedited.

Families receiving public assistance will complete only a small numYer of
demographic cligibility questions on the application form. Those who meet these
basic eligibility criteria will be fully eligible for federal assistance. Public assistance
presently includes income maintenance assistance, such as AFDC or ADC.
Expansion of this categery is desirable if other similar programs can be identitied
that target maintenance assistance to the lowest income familics, NASFAA is
interested in cxamining the propesal advanced by some m the higher education
community to use the camed income limitation in u similar manner as an identifier

for the neediest students,

« The number of data elements is reduced for a specific low income population.
Parents of students with a total income of $20,000 or less and who do not file a
1040, will complete no assct questions. It was NASFAA's original intent to
extrapolate assets from family income, and thereby eliminate the need to ask any
asset questions of student applicants. Input from NASFAA members and additional
data evaluation saggested that such extrapolation would not yield equitable results.
The use of this approach effcctively screens applicants so that the majority of lower

income families will not complete any asset questions.
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It is important to note that we belicve our approech—eliminating asset questions for
families beiow the specified income level-as well as the use of limited questions
for public assistance recipients, accomplishes the cssentially same goal as the
simplified needs test in current law, but in a more equitable manner. In addition,
this outcome is achieved without an additional methodology. The proposal we have
advanced incorporates the needs and treatment of thesc distinct populations into one
single methodology.

NASFAA cxplored the possibility of a similar simplified approach for Students First
applicants. Because of wide variations in the caming ability and asset strength of
these families, we could not establish an income level that correlated with the
$20,000 level set for students’ parents. Our members also felt that all students
should report agsets as primary beneficiarics of the education, NASFAA is
continuing discussions in this area, and, if we can develop a better solution to

simplify treatment for these students, we will bring it to your attention.

* The overall number of applicaiion data elements is reduced.

Use of the *‘Parents First, Students First'* definition contributes substantially to this
reduction. As currently proposed, S yes/no qQuestions are associated with this
definition; on the 1991-92 Application for Federal Student Aid (AFSA), there are 17

yes/no questions and 5 other questions used (o determine dependency status.

Other data clements have also been climinated, such as the separate treatment for

dislocated workers and displaced homemakers, the amount of medical/dental
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expenses, and the amount of clementary/secondary tuition paid for dependent
children Because these clements affect a limited number of student-applicants,
NASFA. belicves that these conditions and expenses arc more appropriately
recognizeu on an individual basis by the campus aid administrator through the

professional authority extended to financial aid administrators.

Acknowledging these items for affected students is more cfficient than encumbering
the application with these itcms for all applicants. Further, the NASFAA draft
application~ document provides a section for the description of special circumstances
which will enable financial aid administrators t0 identify familics and students in

these situations.

« Home asset value is capped relalive to a family’s income.

While the total climination of home cquity from need analysis tends to benefit
higher income families, NASFAA's treatment generally results in a consistent and
more moderate reduction in family contribution across income bands. In our
proposal, the maximum home value equals three times the family’s total income;
home equity is the lower of reported home value minus the home mortgage or three
times the total income minus the home mortgage. The capping of home asset
values under our model will protect those families, particularly those from the
middle income ranges, whose home value h'\s escalated dramatically and out of

proportion to their income.

~3
<




72

* The critical role of professional judgment of the financial aid adminlistrator
to deal with special circumstances is naintained.

Any attempt to streamline the delivery of student aid must be accompanied by
authority 10 be sensitive to situations that do not meet the norm. Families whose
circumstances have changed would be identified in part through the application, As
noted earlier, the application would insuruct affected families to provide information
on their own speciel circumstances (divorce, death, unemployment, dislocated
workers, displaced homemakers, etc.) directly to the financial aid office. The
financial aid administrator, in turn, can respond tn these special needs and make
appropriate adjustments when needed.

¢ Desired policy objectives are met through data base matches instead of
encumbering the appiication with certification statements,

NASFAA belicves that data base maches with the Selective Service, the
Immigration and Naturalization Service, and the National Student Loan Data System
{when operational) are important in achieving more accurate information and in
making the system less of a barriez w0 students, These matches are & very bigh
priodity because they carry out federal public policy purposes determined by
Congress without impeding the student aid system.

Since 1980, NASFAA has endorsed the view that students should not pay fees for
applications, and still strongly embraces this goal. In a climate of unlimited federal
funding, free processing for all students would clearly be the ideal. However, our

realistic assessment of current federal fiscal constraints proposes prioritizing the

"
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distribution of federal funds for this purpose, to ensure that the most needy are

served first.

The NASFAA Plan would establish these maiches as a priority for federal funding
followed by free processing for applicant categories in ascending level of income.
This will ensure that the sysiem most advantages the lowest income applicants with

respectively significant benefits for those of greater means,

Conclusion

The primary goals of NASFAA's work were equity and access: assuring cquitable
distribution of funds among student applicants, and case of entry into the process,
so that the process itself did not present a barrier to higher education. These goals
are represented by the NASFAA Plan, We recognize that some modifications may
be necessary and, in fact, are cumently wotking with the American Council on
Education and the other presidential associations to ensure that the results from our
proposed analysis will be compatible with the Pell Grant formula modification they
have developed while still mecting our stated goals. We weicome the comments we
have received on our proposal as an opportunity to clarify our intent and expand the

base of knowledge of interested individuals,

In closing, let me emphasize our belief that it is of utmost importance to
accomplish these goals by streamlining the difficult process for those most at Tisk,
while maintaining access for equally qualified students with modest resources. We

pledge our support to the goal of refining the proposal we have outlined to achieve
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this end. We look forward to working with you, Mr. Chairman, and this
Subcommiitee as work con‘inues in this important arca.

1 thank you for the opportunity to appear before you and would be happy to
respond to any questions you may have.
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Mr. SawyER. Thank you.

Ms. Neely-Eacona?

Ms. NeeLv-EacoNa. Good morning. My name is Elaine Neely-
Eacona, and I am pleased to have the oppcrtunity to testify before
the subcommittee on the topic of need aralysis. Before I discuss
gome of the issues related to need an:.sis, I would like to te)l you
a little bit about myself and the :instit - ions that I work for.

I have been a financial aid officer cor 17 years, all of those years
at proprietary institutions. Today I work for Education Medical, In-
corporated, a system of seven schools that is currently educating
1,400 students in the allied health fields.

On a personal note, I want to tell you how much I like my job.
how rewarding I find it. Roughly 85 percent of the students benefit
from some kind of financial aid. The majoritiiof our students are
women, many of them are single mothers. Most of our students
enroll in our school after having had a low-paying job or a dead-
end job, or were without employment at all.

en they graduate from our schools they are prepared for re-
warding employment and thei' look forward to a decent paycheck
to help them squort themselves and their families. I can assure
you that most of them would never have been able to cbtain this
education without Federal financial aid.

This morning I am also here to speak on behalf of the nearly 1.5
million students who attend institutions accredited by the National
Association of Trade and Technical Schools, NATTS, and the Asso-
ciation of Independent Colleges and Schools, AICS. Tomorrow,
these two organizations will officially announce the creation of the
Career College Association a new organization to represent
NATTS and AICS members. Now to the topic at hand.

Simply stated, the current system of need analysis evaluates a
students and/or families income and assets to produce an indicator
or financial strength and ability to contribute to the costs associat-
ed with attending a given institution. As the subcommittee looks to
{nodi_fydthe system, we ask that you keep the following three goals
in mind.

First, any system of determining a students’ and/or "amilies’
need for Federal financial aid must be kept simple to ensure that it
truly provides access to postsecondary education.

Second, the system must objectively assess a student and family’s
ability to pay for their education, especially given the current con-
cern about program integrity.

Finally, all t of students and families must be treated fairly
and consistently under the need analysis formu'a. The formula
must be free of any bias that might give preferential treatment to
certain t{‘pes of students or certain t of institutions.

With these goals in mind, the NATTS/ AICS Joint Committee on
Reauthorization, has developed the following recommendations for
your consideration.

Like many of the other organizations testifying today, NATTS
and AICS encourage Congress to give serious consideration to the
development of a single need analysis system. Under such a
system, students should be able to submit one set of data that
would be assessed for the Stafford Loan programs, and the same
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information, with some modification, would be used in determining
Pell Grant eligibility.

To simplify the application process, we recommend that the sub-
committee develop a series of application forms designed to assess
the financial strength of targeted income groups, similar to the va-
riety of forms provided by the Internal Revenue Service, a student
or family could choose the appropriate form based on their finan-
cial situation, including their dependency on other Federal pro-
grams.

Because the average student’s and/or family’s financial situation
does not change significantly from year to year, we recommend
that the reapplication process be simplified for thuse students con-
tinuing their education.

The formula should also be modified to better reflect the needs of
independent students, many of whom are nontraditional students.
We recommend that the subcommittee add married undergraduate,
and graduate professional, to the antomatic criteria under the inde-
pendent student definition.

Permit students who are once determined to be independent by
the independent student definition to remain independent, without
having to demonstrate repeatedly, their independence. Use estimat-
ed year income for entering independent freshmen, and entering
graduate students. Using base-year earnings for these students ar-
tificially inflates the available income of students and therefore im-
poses a barrier to educational opportunity.

Mandate the inclusion of day-care costs for independent students
with dependents in the student aid budget. The inability to pay for
day-care forces many students to drop out of school because of the
demands placed on them to care for their dependents.

These changes would simplify the application process and would
modify the law to better reflect the financial realities of these spe-
cial groups of students. We recommend that the following provi-
sions in current law also be changed to more clearly identify and
assess dependent students:

Eliminate parents from the number-in-college adjustment for the
parental contribution, except for those parents who are enrolled in
a degree or certificate program.

Eliminate double counting of dependent student’s earnings. The
counting of student earnings as both incorne and savings results in
an artificially high student contribution.

Reduce the current dependent student contribution to reflect
more accurately a student’s ability to contribute to a financial aid
package.

We also recommend that the committee improve the administra-
tion of student aid at the campus level by restoring the ability of
the financial aid administrator to use discretion to assist students
with special circumstances. We also recommend that over-awards
gg 0g(')rants, loan, or work-study assistance should be permitted up to
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In closing, I would like to commend you for the monumental
effort you have already put forth into the reauthorization process,
and again express my appreciation for the opportunity to be part of
it.

I would be pleased to answer any questions that you may have.
Thank you.

[The prepared statement of Elaine Neely-Eacona follows:]
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Good Morning!

My name is Elaine Neely~Eacona and I am pleased to have the
opportunity t¢ tvestify before this Subcommittee on the topic of
need analyzis. In my work as the Director of Financial Aid at
Educational Medical Incorporated, I see everyday the direct impact
that the need analysis system has on students’ and families’
choices to attend a postsecondary institution.

Before I discuss sore of the issues related to need analyeis, I
would like to tell you a little bit about myself and the schools
for which I work. 1 have been a financial aid officer for 17
years, all of those years at proprietary institutions.

Today I work for Educational Medical Incorporated, a system of
geven schools that is currently educating 1,400 students. Five of
the schools are located in California, one just outside of Atlanta,
Georgia, and one in Phoenix, Arizona. Our Gecrgia school has been
operatin® since 1943, and the other Schools have been operating
since the 1970s,

The educational program: offered at six of our schools focus on
medical and allied health fields. Among the programs we offer avre
vocational nursing, medical assistants, dental assistants,
respiratory technicians and sports medicine, as well as various
medical programs, such as specialists in insurance and
recentionists. (One of our schools also has a variety of business
education programs.)

on a personal note, I want to tsl1 you how rewarding I find my
work. Roughly 80-85 percent of our students benefit from some kind
cf federal financial aid. The majority of our students are women,
many of whom ar2 single mcthers. Most of these students enroll at
our schools after they have spent some time at either low-paying or
dead-end jobs, or without employment, at all. When they graduate
from ~ur schools they are prepared for rewarding employment and
they .an look forward to decent paychecks to help them support
themselves and their families.
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I can tell you that I have personally seen countless individuals
move from terrible financial circumstances to financial
independence because of the education they receive in our schools.
And I can assure you that most of these students could never get
that education without the help of federal financial aid

Thiz morning I am also here to speak on behalf of the nearly 1.5
million students who attend institutions accredited by the National
Association of Trade and Technical Schools (NATTS) and the
Association of Independent Colleges and Schools (AICS). Tomorrow,
these two organizations will officially announce the creation of a
new organization to represent NATTS and AICS members. The new
organization, to be called the Career College Association, will
serve as the membership organization for institutions accredited by
the NATTS and AICS accrediting commissions.

The current system of need analysis is based on the assumption that
students and parents have an obligation to attempt to first finance
postsecondary education on their own. Simply stated, the need
analysis system evaluates a student’s and/or family’s income and
assets to produce an indicator of financial strength and abillty to
contribute to the costs associated with attending a .given
postsecondary institution at the time that the application is
submitted. Under current law, two systems are used to assess a
gtudent’s n.ed, one for the Stafford Loan and campus-based
programs, and a second system for the Pell Grant program. The
former need analysis system, called congressicnal methodology, is
also used by states to determine eligibility for state scholarship
programs and by institutions to determine eligibility for
institutionally-based aid.

As the Subcommittee looks to modify the current system of need
analysis, we ask that you keep the following three goals in mind.

First, any system of determining a student’s and/or family’s r.eed
for federal financial aid must be kept simple to ensure that it

truly provides access to postsecondary education. The current
system is far too complicated for students and families to
understand. As a result, many students and families are

intimidated by the complexity of the process and may choose not to
even attempt to fill cut the forms. This is especially true of
students from disadvantaged backgrounds.

Second, the system must objectively assess a student’s and/or
family’s ability to pay for their education. Concern about the
integrity, of the student aid programs has eroded political support
for these programs. Every effort should be made t0 restore program
integrity and a need analysis system that fully reflects a family’s
ability to pay will help to build greater confidence in how our
tederal student c¢id dollars are spent.

Q {
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Finally, all types of students and families must be treated fairly
and consistently under a need analysis formula. While preference
should be given to needier students, the formula must be free of
any bias that might give preferential treatment to certain student
types, such as a preference for dependent students over independent
students. In addition, students and families should also be
assessed in the same manner regardless of the type of institution
they choose to attend.

Recommendations:

With those goals in mind, the NATTS/AICS Joint Committee on
Reauthorization has developed the following recommendations for
your con: ideration.

Like many of the other organizations testifying today, NATTS and
AICS encourage Congress to give serious consideration to the
development of a single system of need analysis. Under such a
system, students should be able to submit one set of data that
would be assessed for the Stafford Loan programs, and the same
information, with some modification, would be used in determining
Pell Grant eligibility. A single system would also help to
simplify the application process for students and their families,
and help them to better understand the process.

Modifications too the application process:

We recommend that the Subcommittee develop a series of application
forms designed to assess the financial strength of targeted income
groups. Similar to the variety of forms provided by the Internal
Revenue Service, a student or family could choose the appropriate
form based on their financial situation. The need analysis system
would have to re carefully designed to ensure equal treatment of
applicants using different forms.

Because the average student’s and/or family’s financial condition
does not change significantly from year to year, we recommend that
the reapplication process be simplified for those students
continuing on with their education.

For instance, students who are currently dependent on other forms
of need-based non-Title IV federal assistance would £ill out a form
to document their participation in other such prograias and would be
considered automatically eligible for aid.

Another simplified type of form would be prov’'ded to students
and/or families with earned incomes of $15,000 and below, who are
not eligible for other forms of need-~baused non-Title IV federal
assistance.

ERIC RS
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Applicants with earned incomes above $15,000 would use a standard
need analysis application form.

Certainly, all three (3) application forms could be submitted
without charge to the parent or the student.

Wgﬂuﬂ_ﬂwmuuqmm&—immm

Fifty-four percent of private career school students are
independent of their parents’ income, compared to thirty-eight
percent of all postsecondary education students. While we support
the way the current need analysis system defines independent
students, we recommend that current 1aw be modified in the
following manner:

o Add "married undergraduates" and ngraduate/professional® to
the automatic criteria under the independent student
de”fnition.

o Permit students who are once determined to be "independent"
by the independent student definition to remain independent
without having to demonstrate repeatedly their independence.

o Use "estimated" year income for entering independent
freshmen and entering graduate students. The use of base Year
earnings for these students artificially inflates the
anticipated income of students, and therefore imposes a
barrier to postsecondary educational opportunity for some
students. Becauge Of the significant cost involved in
shifting all students to base year income, we recommend this
option only for independent first-time undergraduates and
graduates.

o Mandate the inclusion of day care costs for independent
students with dependents in the student aid budget. The
inability to pay for day care forces many students to drop out
of school because of the demands placed on them to care for
dependents.

These changes would simplify the application process and would
modify the law to better reflect the financial realities of these
special groups of students.

s | trea e ent st S

We recommend that several provisions in current law also be changed
to more fairly identify the dependent students.

) ‘ L;\
ERIC oo

Aruitoxt provided by Eic:
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o Eliminate parents from the "number in college" adjustment
for the parental contribution, except for those parents who
are errolled in a degree or certificate program.

o Eliminate "double-counting" uf dependent student earnings.
The counting of a student’s earnings as both income and
savings results in an artificielly high student contribution.

o Reduce the current dependent student contribution to reflect
more accurately a student’s capacity to contribute to a
financial aid package.

Modificatjons to improve the administration of student aid:

0 Restore the ability of a financial aid administrator to use
discretion to assist students with special circumstances.
Under current law, schools have been allowed the ability to
use professional judgment, but this ability has been removed
from Pell Grant rethodology as part of the appropriations
procecs. Any attempt to simplify the nred analysis system
must be accompanied by a provision that wouvld provide aid
administrators with the =bility to mreet a student’s or
family’s special needs. Such a provision would permit form
simplification as data elements that relate to such conditions
as "dislocated workers" could be eliminated.

o Permit over-awards of grant/loan/work-study assistance of up
to $500.

o0 Treat all Veterans benefits as a rcsource in determining aid
elizibility. Under current law, Veterans berefits are treated
differently for different categories of the need analysis
system.

conclusion:

On behalt of the millions of students represented by NATTS and
AICS, 1 comwend you Chairman Ford and Members of this Subcommittee,
for the monumental effort you have already put into the
reavthorization process. With the hearing process behind you, this
Subcommittee will soon face the difficult task of drafting a bill
that will address the concerns that were raised during the many
hearings that you held. The career College Association would
welcome the opportunity to help you as you move on to the drafting
process.

In closirg, I would like to again express my appreciation for the
opportunity to be a part of this important process. 1 will be
pleased to answer any gquestions that you may have regarding our
recommendations.

&7
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Mr. SAwYER. Thank you very much.

Mr. Packer?

Mr. Paceer. Thank you.

I am Joel Packer, zegialative Specialist with the more than 2-
million member National Education Association. NEA represents
the largest number of higher education faculty and in the
Nation, with approximately 80,000 higher education members, and
500 local associations.

As students seeking to complete teacher preparation progrums,
as professionals seeking continui education opportunities, as pro-
fessors devoted to the ideal of equity, as veteran -12 practitioners
determined to see their students continue their studies, and as
middle-class nts planning for their children’s n
education, NEA members have a unique ¢ itment to the goal of
ensuring that equal educational opportunity does not fall victim to
unequal economic capability.

Unfortunately, need analysis, the key determinant of how much
financial aid a student obtains, is so complex and convoluted, that
students and their parents don’t understand it. In addition, the
complexity of the process results in an ap lication for Federal aid
that is 12 pages in length, and composed of 49 uestions.

The application process is mind-numbing and a deterrent to low-
income people filing for and obtaining financial aid. The NEA be-
lieves that pro revisions in need analysis should be based on a
set of basic principles.

First, the system must be simplified so that the application proc-

ess itself does not become a barrier to (Yostsecondary attendance.
Second, one methodology should be adopted to determine Pell
Grant eligibility, as well as Staffora and campus-based awards.
_ Third, revision should not adversely effect award levels of low-
mc:lme sif:.udentls. Ix;geed, cliantg:i: need to be ma&:a th:;d:hefxieed
analysis formulas equately take into account the n of low-
income, older, part-time students.

Fourth, formula chanlges should also increase middle income
families eligibility for Federal aid. Fifth, loopholes in the law
which allow upper income families to evade their responsibility for
financing their children’s education must be eliminated.

Sixth, financial aid administrators must have discretion to revise
ex(fected family contribution in certain documented cases of indi-
viduals with special circumstances.

I would now like to_ highlight some of the specific proposals we
have in the need analysis area. There should be one single n
analysis system used, as I think every other witness here testified.
As you know, the current systems use gimilar data elements but
they produce two different results for each student, the Pell Grant
illfid:l’:édanld the expected family contribution from the Congressional

ethodology.

We believe one formula, especially if simplified, based on our rec-
ommendations, will increase understanding of student aid eligibil-
ity not only by students and parents but, of equal importance, by
hlﬁ}l school counselors and college financial aid officers.

ery low income families should be eligible for an application
b system, again, as several witnesses have already testified
this morning. NEA urges that, for designated groups of students,
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the family contribution should automatically set a zero. Dependent
students whose parents are currently receiving assistance through
AFDC, or independent students who directly receive such benefits,
would be one such group.

In addition, dependent students whose families are not required
to file a tax return and those families who qualify for the earned
income tax credit should also be eligible for such a bypass.

We also believe that students who reapply for aid should also
have a simplified process. Under current law, every student in
need of aid must reapply every scheol year and complete the entire
aid application, resupply income and asset information, even
though for most families the financial situation doesn’t change
much from year to year.

Such students should be able to simply recertify their previous
financial data and not have to resubmit the entire range of income
and asset information.

We also believe that the definition of independent students must
be revised and simplified. In order to make the current determina-
tion of dependence status, the current form requires 16 different
questions just related to this one issue.

We recommend in this area that all married students and all
graduate students should be considered automatically independent.
We also suggest that the subcommittee should consider eliminating
the entire conditional category of determining independence, since
only about 8.7 percent of independent students qualify under this
aspect.

Instead, financial aid officers should be given the discretion to
classify as independent those truly self-supporting, single, under
age 24 undergraduate students. These changes alone would elimi-
nate at least 10 questions on the aid application.

We also recommend the inclusion of home equity be eliminated
for moderate income families. Too many working-class families
have had the value of their homes soar in the past decade due to
the jump in housing prices that occurred in certain parts of the
country. NEA therefore recommends the exclusion of home or farm
equity for families with adjusted gross incomes of $40,000 or less.

A few other recommendations we have include that the special
offset for private elementary secondary school tuition should be re-
pealed. NEA believes that the cost of private school tuition is a to-
tally discretionary family expense that should not be granted spe-
cial treatment as an offset against family income.

We also believe that the need analysis formula and the cost-of-
attendance limits in the Pell Grant program must be responsive to
the child care costs of working parents enrolled in postsecondary
education.

Another recommendation we urge you to loox at is that financial
aid administrators should be given additional discretion to use ex-
pected year income in certain cases. The current formulas right
now require that financial need be determined based on the stu-
dents base-year income. Particularly ‘or adult students, base-year
income may represent an inaccurate and unfair measurement of
ability to pay.

&
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Our recommendation is thi.t aid administrators be given the au-
thority to adjust family contribution if award year income is 10
percent or more below the level of the base-year income.

We also recommend cloeing the loophole that allows reduction in
family contribution by one parent taking one nondegree class. We
also believe that the double counting of dependent students’ income
should be eliminated since, for dependent students, their income ie
assessed both as income and also as an asset, requiring them to
contribute more than 100 percent of their income in certain cases.

We also believe there should be a more realistic assessment of
the rate at which dependent student’s income is assessed. Another
recommendation that we have is that receiving student financial
aid should not result in the individual’s reduction in eligibility for
other Federal aid programs.

Under current law, only the portion of aid that is directly attrib-
utable to tuition and books is not counted as income when deter-
mining someone’s eligibility for AFDC or food stamps. We strongly
urge that the statute should be amended to make clear that any
Federal aid used toward any allowable portion of the dependent’s
cost not be considered income for other Federal assistance pro-

grams.

Lastly, as again most people I believe have said, we strongly urge
that students should not have to pay money to have their financial
need determined. At a minimum, those students eligible for our
proposed application bypass should not have to pay to prove that
they are poor.

In conclusion, Mr. Chairman, NEA believes that our recommen-
dations, if enacted, will simplify the system, increase access for
low-income students, ensure that adult students with dependents
are treated equitably, assist working class families, and close loop-
holes that allow upper-income families to evade their responsibility
toward financing their children’s education.

I thank you for the opportunity to share our views with you and
would be happy to answer any questions.

[The prepared statement of Joel Packer follows:]

40
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Mr. Chairman and Members of the Subcommittee:

| am Joel Packer, Legislative Specialist with the National Educaticn
Association. NEA represents the largest number of higher education
faculty and staff in the nation, with approximately 80,000 higher
education members in 500 higher education local assoclations.

As students seeking to complete teacher preparation programs, as
professionals seeking continuing education opportunities, as
professors devoted to the ideal of equity, as veteran K-12
practitioners determined to see their students continue their studies,
and as middie-class parents planning for their own children's
postsecondary education, NEA members have a unique commitment
to the goal of ensuring that eaual educational opportunity does not
fall victim to unequal economic capability.

The subject of today's hearing, financial aid needs anslysis, may
strike many as a technical lssue with discussion focused on such
esoteric issues as asset conversion rates and the computation of the
Standard Maintenance Allowance. However, NEA believas today's
hearing may well be on the most important aspect of the Higher
Education Act reauthorization ~ namely, who is eligible for federal
student assistance.

As the Members of this Subcommittes are well aware, the amount of
student aid an Individual qualifies for, whether in the form of Pell
grants, Stafford loans, of campus-based aid, is based on his or her
financlal need. Financlal need is the difference between the student's
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cost of attendance and his or her expected family contribution (or
EFC). This amount, which represents how much the student and his
or her family should pay toward the student's education, is computed
through the needs analysis formulas established by the Higher
Education Act. |

Unfortunately, this key determinant of how much financial aid a
student obtains is so complex and convoluted that studen'- and tha'r
parents don't understand . In addition, the complexity of the
process results in an application for federal aid that is 12 pages in
length, composud of 49 questions, many with multiple subparts, and
two additiona! worksheets that require 20 additional answers about
the family's financial condition. And all of this is only for the
Application for Federal Student Ald, the so-called "core" federal form,
that students do not have to pay to have processed. Most state and
private aid programs require additional forms and clata elements for
which applicants are charged a processing fes.

Not only is the application mind-numbing and a deterrent to low-
income peopls filing for and obtaining financial ald, but the data are
analyzed in two different needs analysis methods - the Pell grant
formula and the Congressional Methodology (CM) - used for
determining expected family contributicn for Staford Loans and
campus-based programs.
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Therefore, in order to simpiify and streamiine the student aid
application process, the needs analysis formuias themseives must
be simplified and streamiined.

NEA believes that proposed revisions in needs anaiysis should be
based on a set of basic principies.

0  The system must be simpiified so the application process itself
does not become a barrier to postsecondary attendance.

0 One methodology shouid be adopted to determine Peill grant
eligibiiity as well as Stafford and campus-based awards.

0 Revisions should not adversely affect award leveis for low-
income studsnts. indeed, changes need to be made to ensure that
the needs analysis formulas adequately take into account the nesds
of low-income, older, part-time students.

0  Formula changes shouid also increase middie-income families'
eligibiiity for federal aid.

0 Loopholes in the law which ailow upper-incoms families to
evade their responsibility for financing their children's education
must be eliminated.
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0 Financial aid administrators must have discretion to revise EIFC
in cerfain documented cases of individuais with special
circumstances.

| would now like to highlight several specific NEA proposals for
needs analysis. Some of our recommendations concern specific
data elements used in the statutory formulas, while others focus on
the application process itself.

0  There should be one single needs analysis system used. While

the two current systems use the same data eiements, the different
formulas produce two different results for each student - the Pell
Grant Index and the Congressional Methodology's Family
Contribution. However, average differences between the two
caiculations for students in each income range are largely the resuit
of the CM's requirement for a minimum student contrlbution of $700-
900, while the Pell Grant formula doesn't assume such a contribution.
We strongly urge the Subcommittee to establish a singie federal
needs analysis formula. One formula, especially if simplified based
on our recommendations, will increase understanding of student aid
eilgibility, not only by students and parents, but of equal importance
by high schoo! counselors and college financial aid officers.

0  Vary low-incoms families should be sligible for an “application
bypass" system. Even with a simplified single needs analysis
system, many students will continue to be confronted with a

complicated application that asks about financial data, especially
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pertaining to assets, that is irrelevant to their situation. NEA joins
with a wide array of organizations including the National Assoclation
of Student Financial Ald Administrators, the College Board, the
United States Student Association, the Advisory Committes on
Student Financial Assistance, and the National Council of
Educational Opportunity Assoclations In urging that for designated
groups of students the family contribution be automatically set at
zero.

Dependent students whose parents are currently recelving
assistance through AFDC or independent students who directly
recelve such benefits would be one such group. In addition,
dependent students whose families are not required to file a tax
return and those whose famliies file either a 104CA or 1040EZ tax
return with Incomes that qualify for the Earned income Tax Credit
should also be eligible for such a bypass.

Almost all these students' families are not now required to
contribute toward the cost of sducation. Indeed, the College Board
found that, of a sample of 5000 dependent student applicants, about
13 percent would qualify for this bypass. Over 82 percent of these
tamilies currently have a zero expected family contribution under the
CM.

Thus, this proposal wouid have little impact on financial aid
costs or distribution, but instead would recognize that students
receiving welfare benefits or those eligible for the EITC have already

()
RV
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demonstrated to the federal government that they are poor and
should not be required to navigate the maze of financial aid needs
analysis to prove again that they are needy. They shoul< be required
only to provide demographic data and certification of the.. financial
status.

0 Students reapplying for aid should aiso have a simplified
process. Under current law every student in need of ald must

reapply avery school year and complete the entire aid application,
resupplying income and asset information, even though for most
families the financial situation doesn't change much from year to
year. Such students should be able to simply recertify their previous
financial data and not have to resubmit the entire range of income
and asset data,

Just this March, the Advisory Committee on Student Financial
Assistance stated:

"Reapplication for continuing students represents perhaps the
most significant redundancy in the current system. For
example, Department of Education data show that over 50
percent of the students eligible for Pell Grants in 1988-89
reapplied In 1989-90, with calculated contributions changing
minimally for students across income ranges. Most low-income
students, AFDC recipients, non-federal tax filers, and filers of
sirple federal iax returns experienced virtually no change.
Streamlining reapplication - that Is, permitting continuing

1™
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students to update existiny data -- would have a powerful effect
on simplifying the delivery system for all students, especially
for low-income populations.”

0  The definition of independent students must be revised and
simplified. Current law sets both automatic criteria such as over 24
years of age, being a veteran, an orphan, or having legal
dependents, and conditional criteria such as under age 24 and not
ciaimed as a federal tax exemption by the students parents for two
years and the student having $4000 in resources for determining
dependency status.

in order to make this one determination, 16 different questions
are required on the application form! Indeed, the 1991-1992
application has questions that require some students to answer
whether they had $4000 of resources as far back as 19°5.

Not only is this issue far too complex, a significant loophole
exists for undergraduate students under age 24, Students must not
have been claimed as an income tax exemption for the two years
preceding the year they reqest aid and have resources of $4000 or
more for those years, not including parental support. Unfortunately,
since the required $4000 in resources does not explicitly exclude
federal student aid, a third-year undergraduate who got over $4000
in federal aid for his or her first two years may become Independent
simply by virtue of having received such aid, and thereby qualify for
increased aid amounts.

05
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NEA recommends therefore that all married students and
graduate students be considered automatically irdependent.
According to College Scholarship Service data, less than 1000
students out of 2.6 mlilion applicants were :narried and dependent,
and less than one percent of all applicants were graduate students
who were deemed dependent. In addition, the statute should
explicitly state that the $4000 In resources cannot Include student
aid. Indeed, the Subcommittee should consider eliminating this
entire conditional category of determining Independence, since only
8.7 percent of Independent s'udents quallfy under this aspect.
'nstead, financial aid officers should be given discretion to classify
as Independent truly self-supporting, single, under age 24
undergraduate students.

These changes alone could eliminate at least ten questions on
the uid appiication.

0 Inclusion of home equity should be eliminated for moderate-
income families. Both the Pell Grant and CH formulas require a
family contribution based on assets, including the family's home or
farm equity. Too many working- class families have had the value of
their homes soar in the past decade due to the jump in housing
prices that occurred in certain parts of the country. Even though
these famiiies may have equity avaliable that could be borrowed to
contribute to a child's college education, many may not be able io
afford large home equity o1 9cond mortgage payments, and indeed

ad
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may riot even quality for such a loan. NEA therefore recommends the
exclusion of home or farm equity for families with adjusted gross
(AGI) income of $40,000 or less. Waealthier families would still be
expected to tap into such equity to help finance their children's
education.

Others such as NASFAA and the College Board have
suggested an alternative approach — to cap the amount of home
equity at three times the family income. An analysis prepared by the
College Board found that such an approach would reduce expected
parental contributions for all families, with families from most
incomes showing an average reduction in parental contribution of
about $130-300. By contrast, NEA's proposal would concentrate the
benelfits to only families below $40,000 AGI. As an example, families
with income between $25,000 and $30,000 would see an average
parentai contribution reduction of $652 under NEA's proposal, but
only $297 under the College Board proposal.

0 WWmMM!
tuition_should be repealed. NEA believes that the cost of private
school tultion is a totally discretionary tamily exprnse that should not
be granted spa&ial treatment as an offset against family income.
Only about 11 percent of financial aid applicants incurred such
costs. Not only is this offset unnecessary, but it is a backdoor
subsidy of private elementary/secondary schoo! tuition by the
tederal government, since this offset results in increased financial ald

10
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eligibility for famillas claiming it. Deleting this offset would also
eliminate a two-part question from the form.

0  Needs anaiysis formulas and cost-of-attendance limits must be
responsive to the chid care costs of working parents enrolled in
postsecondary education. The current Pell grant formula bases a
student's award not just on the expected family contribution, but also
on an artificial statutoiy cost of attendance. Among factors that can
be included in cost of attendance are an allowance for child care
costs “which shali not exceed $1000." NEA strongly believes this is
an unrealisticallv low figure that does not reflect at ali the actual costs
for child are services. We recommend that up to $3000 per
dependen: receiving child care services Le allowed. A 1989 survey
of child care costs in the United States found that the average cost
for fuil-time care was $3500 a year.

Similarly, the CM uses a Standard Maintenance Allowance
(SMA) that does not adequately reflect costs for food and sheltar for
dependent children of low-income independert students. As a result
such students may have their aid substantially reduced. NEA
recommends therefore that financial aid administrators be given
explicit authority to include, as part of the cost of attendance, costs
for food and shelter for dependent care for independent studuiits
whose incomes are below the SMA.

¢  Grant firancial aid administrators discretion o use expected
year income in certain cases. Family contributions are based on an

10}
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analysis of ‘base year* Income, that is, the income in the calendar
year preceding the year in which aid will be awarded. However,
particularly for adult students, base year ii.come may represent an
inaccurate and unfair measurement of ability to pay. According to a
1990 CSS report, estimated school year income for independent
students was 26 percent below the repo-ted base-year income.
There are many examples, such as students starting college because
they became unemployed, changing from full-time to part-time work
status in order to attend school, or being newly widowed, where
school year incoma will be substantially below base year income.
NEA therefore recommends that financial ald administrators be given
the authority to adjust EFC if award year income is ten percent or
more below the level of the ba<e year income.

0 Wmmmmmmwmmm
wgnmmm_ngnﬂnﬂws_s. Both the Pell formula
and the CM lower the EFC to take into account the number of family
members enrolled in college. Unfortunately, ¢ e to the wordiny of
the current law, a parent of a dependent student can sign up for one
low-cost non-credit class and ba fully counted as enrolled in college,
thereby reducing the family's contribution to the child's education.
NEA recommends that only those parents enrolled In a certificate or
degree program be counted iri determining family contribution.

0 Wmmﬂgmgmwmm
i Both needs analysis
formulas essentially double-count a dependent students earnings.

1 l-\’ .,‘
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Dependent student wages are assessed, as income and, if any
money is saved whether as cash or in a checking or savings accourt,
assassed again as an asset. NEA recommends that only the amount
of cash that a dependent student has which exceeds his or her
expected contribution from income be assessed as an asset. This
revision will remove a disincentive for students to save money toward
college costs. In addition, the CM "taxes” student earnings at a 70
percent rate. While we agree with the concept that dependent
students should cuntribute a significent portion of thelr income
toward their own education, the 70 percent rate may be a
disincentive for students to work during the base year, and should be
reduced to 50 percent. '

0  Bacaipt of federal student ajd should not resuit in a reduction in
other federal benefits. Section 479B exempts orly that portion of
student ald used for tuition, books, supplies, and miscellaneous

exper~J from being counted as income in determining eligibility for
other federal assistance programs such as food stamps. NEA
strongly urges that this section be amended to make clear that any
federal aid used toward any allowable porton of attendance costs
not be considered income for other federa! assistance programs.

A 1988 study, "Higher Education and Lower Expectations: The
Dilemma Of Funding College for AFDC Reciplents" states:

“If a student receives financial aid sufficient to cover the cost of
living as determineri by the financial aid office, the ‘excess' cost

Q. 103
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over the ADFC allowance may be viewed as 'income' in AFDC
calculations, thus reducing the AFDC grant and perhaps
eliminating eligibility for both AFDC and Medicaid.”

Another example comes from a Delaware student quoted in a

recent report, mmm_ﬂmmﬂﬂu_w
Difficult for Adults to Go to College. This student states:

0

“When | started at the community college, | lost $50 in welfare
benefits. The only explanation they gave me was that | was
overpaid because | was getting money to go to school.... | also
lost $50 a month in food stamps. The rationale was that my
children and | didn't eat three square meals a day because we
were In school and so we didn't need as many food stamps. My
kids and ! go hungry at the end of the month because | have to
pay rent...."

MMMMEMMWMM

need determined. While a free form, the AFSA, does exist, as stated
earlier most students, In order to ascertain eligibility for state and
institutional aid programs, must pay, sometimes almost $109, to

have their application processed and the results sent to schools the

student has applied to.

NEA urges that at a minimum, those students eligible for the

proposed application bypass not have to pay to prove they are poor.
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In conclusion, Mr. Chairman, NEA bslieves that our
recommendations, if enacted, will simplify the system, increase
access for low-income students, ensure that adult students with
dependents are treated equitably, assist working cfass families, and
close loopholes that allow upper inccme families to evade their
responsibility toward financing their children's education.

We look forward to working with this Subcommittes ¢n producing a
reauthorization bill that works to achieve the goal that all quali®ad
students should be given the opportunity to cbtain a postsecondary
education regardless of their financial circumstances. We are
hopeful that these recommendations, in conjunction with the many
additional proposa's for student assistance, teacher education, and
institutional assistance that NEA has submitted to the Subcommiittee,
will be given serious consideiation when you prepare the bill that will
be voted on this fall.

Thank you.

105
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Chairman Forp. Mr. Farrell, you're always first. Since we are
drawing to a close with these hearings, I would Jike to send back
with you today a little memo that the staff has given me indicating
that we are still running behind in our pen pal relationship with
your Department over there. Specifically, we are down to three, so
you're doing well over there.

W have not received a response to our letter of May 20 to Secre-
tary Alexander requesting annotation of the application for Feder-
al student aid to indicate the statutory basis for each question and
asking what has prevented more rapid and complete implementa-
tion of the simplified Federal need analysis for low income stu-
derits. We really ought to have that before we start marking up a
bill when we come back in September.

Second is a letter, I'll give you this together with copies of the
letters before you leave. Second is a letter of May 31 to Secretary
Alexander requestirg a report on how each of the loan default
amenaments adopwd since 1980 has been implemented, and re-
questing a report car® ™ the results or the impact of implement-
ing each of these aniendments.

We have pending before us many proposals for additional so-
called tightening amendments to the loan program. We waat to
know how much damage, if any, we’'ve done, and if the changes
that we've already made in the law are, in fact, being implemented
and making any difference.

Then the letter of June 26 to Secretary Alexander requesting in-
formation on the effects of a 50 percent institutional match in all
of the campus-based programs. That’s a proposal in the administra-
tion’s higher education recommendations, and an analysis of how
the Department was led to this proposal. In short, what s the back-
ground of th.2 concept of the 50 percent match for the camous-
based programs?

We'll give you the menio as well as the letters to which it reic...
and would ask that you try to do what you can over there to get
the answers back to us before the end o.ty August. That way, when
we come back in September to undertake the digestion of all this
work, we will know what we are doing when we start putting to-
gether a piece of legislation. We may not know where we're going
but we should at least know more than we know now.

I want to thank you very much and say for the people here that
Mr. Farrell has probably been subjected to more of these kind of
requests as a representative of the administration than anybody.
Once again 1 want to say that it has nothing to do with any feeling
here of any animosity or anxiety toward Mr. Farrell or toward the
Department for that matter.

In fact, even though we are still complaining that performance is
not up to what we expect, it's better than we have been accustomed
to for a decade. We appreciate the fact that every time we have
made a request of Mr. Farreli, something has happened. They are
being responsive over there in a way that they weren’t for many
years. We hope that these lines of communication will stay open
during September as we really put this whole package together so
that the administration can maximize its imzact on the final prod-
uct.
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Tajel, I'd like to paraphrase what you said—you couldn’t go to a
better school that you wanted to go to because of economics, so you
had to go to Rutgers.

[Laughter.

Chdirman Forp. What year are you in at Rutgers?

Ms. SHAnl. I'm a senior.

Chairman Forp. You're a senior, well you won’t have to explain
it for-very long then. Have you got all your grades lined up?

Ms. SHAH. Yes, I do. Actually, I have one more thing to say. They
had given us an assignment last time we testified, for a oollege P
term pa?er, if you remember. It will be in before the end of the
quarter for your grade, gou promise?

Chairman Forp. Hold the term paper. I see Selina back there.
The term paper is still be'::ﬁl expected, she promises me almost
every time I see her that it will be ready. We do appreciate the fact
that the student association has provided witnesses at every hear-
ing here and every field hearing across the country. You may be
setting a new record for student input into the record of the com-
mittee to be considered in its deliberations.

That's why we want the term papers, so that the students can
understand why that suggestion was a little bit to the left of the
foul line, and that we can’t do it %uite that way.

Tom tells me we’ve had 56 students testify. That makes you the
nost heard-from group of all the people in higher education. You
should be very proud of the effort you have put into it.

Mc. SHaH. Thank you.

Chairman Forb. I have no specific questions for the members of
the panel, having already done my best to embarrass Joel Packer, I
won 't pick on him. Mr, Coleman?

Mr. CoLeMAN. Thank you, Mr. Chairman. One of the things that
a lot of people feel is unfair in current need analysis is that those
who have scrimped and saved to provide for college tuition pay-
ments-—those families are discriminated against because they have
an asset which shows up on the need analysis form.

Those that didn't save are rewarded under the need analysis be-
cause they have nothing to show up as an asset. Do you think this
is an unfairness, and how would you correct it if you think it is?
Respond very briefly please Xo down the line; I know some of you
have this in your proposals. Are there any volunteers?

Ms. THomAs-PARROTT. It's in our proposal, I'll volunteer.

Mr. CoLEMAN. It's in your proposal; you might comment on that.

Ms. THOMAs-PARROTT. Okay.

Mr. CoLemaN. How would you carve out a certain amount or per-
cent? Tell us a little bit more about it.

Ms. THOMAS-PARROTT. Okay. I think there is a perceived disin-
centive to save. In fact, families believe that if they do, they are
going to somehow be less eligible for aid than if they went and
spent up all the resources they had for college. However, a couple
of things before I talk about wgat we propose,

Assets, even in the current system, are taxed at a much lower
rate than income, so the effect on a family for saving for college is
not nearly as disastrous as is perceived. However, I think that be-
cause .here is no savings protection in the need analysis, failies
perceive this as a disincentive. What we are suggesting and what
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we are looking at and what we are working some models on is a
saving protection that would be equal to or equivalent to the fami-
ly’s PC, so that that would be an asset protection added onto other
asset protections.

Mr. CoLEMAN. Have you run any figures yet?

Ms. Taomas-ParrOTT. We haven't done any yet.

Mr. CoLEMAN. Would you be able to do that before we start, as
the Chairman said, getting down to the real nitty-gritty?

Ms. THomas-ParroTT. Yes, we will. Yes, we are working on that.

Mr. CoLEMAN. That would be very helpful. Maybe you could run
through a couple of scenarios. This is something, I think—as you
indicated, a perception. I think it's more widesipread than a percep-
tion because I think it has a real impact on people.

Even the perception, assuring it is there, sends the wrong mes-
sage.

Ms. THoMAS-PARROTT. Yes.

Mr. CoLEMAN. And that's something we have to address. Any vol-
unteers? Yes, we'll just start down here with Taj.

Ms. SHAH. The saving also hinders students as well because if a
student works and saves money and a portion of their earnings,
their earnings are assessed once in the base-year income calcula-
tion and again as part of the asset calculation. This double count-
ing discourages students from saving and should be eliminated al-
together.

Mr. CoLemMan. Mr. Koplik?

Mr. KopLik. Speaking on behalf of the Advisory Committee, we
have recommended to extend eligibility under simplified need anal-
ysis for parents of dependent students, and for independent stu-
dents to at least $20,000 adjusted gross income. We would even
urge you to consider extending that income cap to a level as high
as $30,000. We do that based upon our analysis, and we have exam-
ined data supplied to us through the IRS, showing that most 1040A
and 1040FZ filers earn less than $500 for investments for incomes
as high as $30,000.

We are suggesting that the amount of income from investment
may be subject to a popular perception of a greater number than it
actually is. We would urge your examination of extending income
fligilbility, or eligibility caps, for a number higher than the present
evels.

Mr. CoLEMaN. Ms. Hicks?

Ms. Hicxs. You heard all of us this morning talk about the fact
that there should be a single need analysis. As NASFAA worked
on developing its proposal, we worked with Congressional Method-
ology as a basis for the single methodology and looked at some of
the existing problems in that methodology.

As was mentioned by our student representative, there is a prob-
lem in particular for the dependent student where the income is
double counted, both as base-year income and as assets. 1 believe
Mr. Packer also mentioned that problem.

The way that we have proposed solving that problem in the
NASFAA proposal is to take a standard income contribution {rom
the dependent student in lieu of a contribution from either their
base-year or their estimated-year income.
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We have looked at research that has indicated that neither base-
year nor estimated-year income are good indicators of the depend-
ent student’s ability to contribute te their education in the current
year: base year, because they may not have that same job; estimat-
ed yeaw, because they don”. always estimate correctly where they
will be working, »*-* the r pay rate is, the number of hours they
can devote tr .urk instead of study.

We've une back to something that was in our methodology years
before. That is an expectation of a contribution really from
summer employment. We think that this particular approach will
address that problem for the dependent students.

Mr. COLEMAN. Anybo’tli'}y_'l else? Briefly, please.

Ms. NeeLy-EAcoNA. The NATTS/IACS package did not address
this issue. I am personally concerned about the perception that
parents think that if they save any money, that it is automatically
going to be counted against them. Also, the way that the dependent
student savings are treated in the calculation as well as their earn-
ings.

Mr. CoLeMmAN. Thank you. Mr. Farrell?

Mr. FARRELL. I would just like to comment that if you look at our
proposals, the main thrust of them are aiming at simplification and
to help lower incomes. One way we did that was through eliminat-
ing home equity as a consideration for incomes under $20,000.

If I look at a lot of the other recommendations that have been
made here today, a iot of them are similar to ours or are identical,
but I think that a lot of really fine ideas have developed out of this
whole process. What I would hope and would certainly offer from
the standpoint of the Department, is that we will have our staff
available to work with your staff during the August period.

I think certainly, after I got through filling out the financial
need analysis form and the other things last night, I think, work-
ing together, we can make some additional progres: on simplifica-
tion and perhaps aiso on reducing impact on lower income families.

Mr. CoLeMAN. Mr. Farrell, while you are here—you mentioned
in your testimony that 60 percent of students receiving Pell Grants
are independent studeats——

Mr. FARreLL. Right, under the present definition.

Mr. CoLEMAN. [continuing] and Ms. Thomas-Parrott indicated
that it was even higher than that. Either way, it's a high figure. I
found it to be somewhat surprising, and after I thought about it,
it'’s really not surprising, considering that we have a new type of
student who is on campus and applying for these programs. It
really shouldn’t be a surprise to us.

I would just proffer this as kind of a philosophical statement:
that is, unde~ ur proposal you want to tighten that down some-
what by .  .g the age and creating new limitations on the inde-
pendent student. Let me just say that it seems to me that one of
the questions we are getting to now is: At what point in time is the
responsibility for a college education, which is a:. extremeliy; expen-
sive—or higher education, not necessarily rollege, but higher edu-
cation—an extremely costly venture, moved from parents to stu-
dents? To the extent that students are eligible for programs as op-
posed to families?
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One of the ways to do this is to be able to continue an independ-
ent status of a student, so that they magl take these r~sponsibilities
upon themselves, as their parents did. Now parents are faced with
extremely high costs in this whole proposition.

I think my major concern is if you tighten it down more, you are
basically saying “Parents, this is your responsibility,” whereas
there are many parents in this country who can't afford this and
look at it as a responsibility for the student, and think they ought
to take an active role in the process.

The question of home equiuy, about which we have made the
record clear throughout this hearing process, is one for which
change is universally supported. It ranges from eliminating home
equity—and that’s not just in homes, but perhaps in farms, some
business fixtures, and inventories of small business—to some limi-
tation of $20,000, I think, probably in that range.

Ms. Thomas-Parrott, your explanation is the most detailed 1 have
seen in writing. On page 12, you walk us through an annual
income of $30,000. Because of banking customs, a $30,000 income
can traditionally qualify for a $90,000 purchase price, or mortgage.

You then take that example and say, though taat $30,000 income
purchased a $90,000 home 10 years ago, that home may now be
vcorth $250,000; way out of the reach of these people. Therefore,
your organization is proposing to cap the home equity feature of
the need analysis at the $90,000, or three times the income, with
the remaining part, under your example, $160,000—that’s $90,000
plus $160,000 equals the $250,000 value of the home today, becom-
in%dexempt. Am I correct in my understanding of your proposal?

s. TuomAs-PARrOTT. Yes, you are. /

Mr. CoLEMAN. Not that you would discount the $90,000—the re-
verse of the proposal, which some may have n understood.

Ms. THOMAS-PARROTT. Assessing the $160,000, no.

Mr. CoLEMAN. Just the opposite.

Ms. Hicks, you have also related some of this in your testimony.
Is your understanding the same as this example?

Ms. Hicks. Yes, it is. We adopted the proposal of the College
Scholarship Service in our plan for reform, after looking at it and
doing some research at a number of institutions across the Nation.
There are different ways of handling home equity. You can cap the
home value; you can cap the home equity. The particular proposal
that we are in agreement on, CSS and NASFAA, will benefit fami-
lies who have bought homes years ago that they clearly could not
buy today.

It won't benefit people who have upgraded to higher homes be-
cause they have been able to get mortgages for those higher values.

Mr. COLEMAN. Right. We have a second bell on. Let me just ask
Mr. Koplik to clarify this statement on page 3. “They” would sig-
nificantly redistribute funds from 2 and 4 year public institutions
to private institutions. I assume you are talking to the people to
your left there?

Mr. KopLIK. Yes, sir.

Mr. CoLEMAN. Would you explain how this happens?

Mr. KorLik. Very briefly, and we will be glad to provide you with
a better explanation in writing. Distribution would come as a
result of specific proposals that affect the number of students par-
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ticipating and the cost of education at particular institutions. If dis-
tributions are made on the cost of the education as suggested, the
distribution would fall in favor of independent colleges.

I'll provide you with a better explanation.

Mr. CoLeMAN. Okay. Any response? Briefly.

Ms. Hicks. Yes, briefly. The reason that the plan for reform is
out there on the street now is for people to do studies on it. We
have not had a chance, NASFAA, to review all of the studie- that
have been done. One of the things that we are concerned about is
that there is a misunderstanding of what is happening under the
plan for reform, because some of these studies have taken our pro-
posals and mixed them with other proposals.

What we are seeing is the impact of several proposals. We need
to go back and disafgr ate the impact. It was clearly not our in-
tention under the plan for reform to have any redistributional ef-
fects of that magnitude. As I mentioned in my testimony, we are
working with the American Council of Education to try to under-
stand those kinds of simulation studies that have been done.

Mr. CorLeMAN. Thank you.

Chairman Forp. Thank you. We had several members who pa-
tiently waited through all of your testimony and have been call2d,
as we are now, to vote. I wou{d ask the panel if you could wait for
just a few minutes and give the other members of the panel an op-
portunity to ask their questions. Thank you.

Recess.]

r. ANDREWS. [presiding] Ladies and gentlemen, we are going to
reconvene the hearing. If we could ask everyone to take their seats,
and if the panelists would indulge us by returning to the front
lines. Thank you.

Thank you very much. For those of you who may be unfamiliar
with our procedures here, as I am stifl,, frankly, what occurred a
few minutes ago—some of you may think that’s obvious, huh?

%ughter.]

at occurred a few minutes ago was a journal vote or. the
House {loor. Many of the members are going ‘o stay on the House
floor for some other business; some others may be joining us. Chair-
man Ford apologizes for his absence. He was asked to attend an-
other veriy important meeting that is taking place right now.

We will resume the hearing, and if any of my colleagues join me,
we will consider lettin%(them ask a question.

First I want to thank each of the panelists for providing us with
an incisive overview of the needs assessment questions. I find it re-
assuring that the consensus that emerged from the panel in favor
of simplification, in favor of some bypass methods, seems to be re-
flecting consensus on this panel, on the subcommittee.

Mr. Farrell, in particular, I know the committee thanks you for
the Department’s willingness to work with us in fulfilling that con-
sensus. I wanted to revizit the issue of home equity that Mr. Cole-
man asked some questions on before we broke.

It strikes me that, in the midst of what is a very technical discus-
sion, there is a philosophical issue that emerges from the home
equity discussion. I suppose it's this: If we start from the proposi-
tion that financial aid officers or financial aid systems ask the
question “How much can you afford to pay for your own educa-
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tion?” How does that compare to the cost of the ed.cation? Should
we fill the gap, and if so, how should we fill the gap? In effect, that
is the financial aid picture right there.

In getting to the question “How much can you afford to pay for
your education?,” one of the sub-questions there is, given the
amount of assets that you own or your family owns, how many of
those assets and what quantity of those assets should be converted,
liquidated into cash, so they can be made available for financing
your education?

As Mr. Coleman said a few minutes ago, there is broad interest
within the subcommittee about doing something about the home
equity situation as it today exists. Today, we have in e*~ct heard
‘'wo proposals. If anyone feels that we've heard more -1an two,
. lease articulate that.

I would think that they come from one or two philosophical posi-
tions. The first is that people who can afford to liquidate some of
their assets should do so in order to pay for their education. Those
proposals tend to say “If your income is greater than a fixed level,
then you have an obligation to convert your assets into cash and
spend them on your education.”

The other proposal, which is the capping of the home equity
based on income, has an element of that, but I think it has another
important element as well. It seems to suggest to me that a certain
portion of your assets are going to be exempted from the obliga-
tions to pay for a higher education. That portion, under each of the
two proposw.3 we heard this morning, was that portion which is
less than three times your income would be exempted from the ob-
ligation to pay for a higher education.

1 think the reason for that is that most Americans, if we went up
to them and said “What do you intend to do with the equity in
your home?,” since that is typically the asset we are talking about,
what most Americans would say is “I intend to use that for my re-
tirement.”

The typical family plan is to buy a home, build equity in the
home, and then in some way convert or use that equity after the
man and woman stop working, retire. As I say, that really brings
us to a philosophical questicn, a policy question, within the statute,
within the reauthorization, which is: Should people be required to
tap their equity if they can afford to, defined by some level of
income, or should they be required to tap their equity if that equity
exceeds a certain minimum amount? Or floor, I guess, is the term
that we would use.

Now, the administration proposal, Mr. Farrell—and please feel
free to recharacterize it if you feel that I have done so inaccurate-
ly—would subscribe to the first philosophical position, which is
that people who have incomes in excess of $20,000 adjusted gross
income per year should be required to tap into that equity, in part,
to help finance their education; is that correct?

Mr. FARRELL. It's in part correct. I think that when you come up
with any of these changes and establish formulas, that you start
out with certain major goals such as the ones that I described: sim-
plification and also trying to help those with lower incomes. Based
upon the input that the staffs have that are working on this, you

17

)
-




108

may end up with putting more of your emphasis in one area than
another.

That's what I'm talking about over this August period when the
staffs get together, the staffs here and our staffs, get together to
review this whole question of how the formulas are structured,
there will be an opportunity to reflect our views and yours. Per-
haps what will come out of that will be something somewhat differ-
ent than what we’ve proposed.

Mr. ANprews. I appreciate that. I know the committee is looking
forward to that effort, but it is correct, isn't it, that the administra-
tion’s proposal is that—if I can read the bottom of page 3 of your
testimony—'‘Since families with low incomes generally cannot tap
their home equity, we propose to exclude the net value of the prin-
ciple place of residence from the calculation of net worth for cash-
poor families whose adjusted gross incomes are less than $20,000.

Mr. FArreLL. Correct.

Mr. ANDREWS. So, to put that in lay person’s terms, if I am a bus
driver, and my wife works as a cafeteria aid, and our income is
$29,500 a year, and we have home equity of $30,000 in our home,
the formula will still require us—all other things being equal, the
formula would still require us to tap into our home equity.

Mr. FARReLL. The formula excludes a significant portion of net
worth in equity as a consideration in arriving at the amount of the
grant or loan eligibility.

Mr. ANprews. What is that portion? What is the basis of it?

Mr. FARgreLL. I believe the net amount is somewhere around
$40,000.

Mr. ANDREWS. In equity or income?

Mr. FARRELL. Net equity.

Mr. ANDREWS. So, your understanding is that the present formu-
la would exclude net equity of $40,000 per family?

Mr. FARreLL. Right.

Mr. ANprews. Let me ask you to just articulate, if you would,
why the administration has chosen the $20,000 income cut off, and
what the basis of the proposal is?

Mr. FArreLL. I think it was as I described. The information that
our staff worked with as to the profiles with various levels of
income and the asset bases that they typically would have at vari-
ous levels, that indicated that a responsible point at whick 'o estab-
lish home equity to not be considered was at an adjusted gross
income of under $20,000.

So, based upon the data that they had access to as to the typical
profiles of families with income and assets at varying levels, again
with the goal toward putting as much of the resource toward those
with the lowest economic base possible.

Mr. ANDREWS. So the research would have indicated that people
who make less than $20,000 a year would have virtually no dispos-
able income left over to service the debt from the conversion of
their home equity to cash; is that right?

Mr. FarrerL. That people with incomes less than $20,000, it was
unlikely that home equity would be a consideration in their total
fi:ancial picture.
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Mr. ANprews. Do you know how much it would cost—and by
cost 1 mean in terms of increased funding of the aid programs—if
that ceiling were not $20,000 but, say, $50,060?

Mr. FarreLL. No, I do not, but I'm sure that we have that infor-
mation.

Mr. ANprews. I'd like to see that.

Mr. FarreLL. I'd be glad to provide it.

Mr. Packer. Mr. Andrews?

Mr. ANDREWS. Yes?

Mr. Packza. If I could say one thing. The NEA proposal would
exclude home equity for families below $40,000 adjusted gross
income. The reason that we picked that figure is that was our esti-
mation of what approximation of median family income will be in
1992-93 year. Our feeling was families below median income in the
bottom half should not have to tap into home equity, and those
above would have a greater ability to get a home equity loan to be
able to afford those kinds of payments.

Mr. ANDREWS. So, I guess the argument that your proposal rests
on is that people in the bottom half of the income distribution
cannot or should not be required to liquidate home equity and serv-
ice that debt.

Mr. PackeR. Correct.

Mr. ANDRews. I guess—and I'll iurn to Ms. Thomas-Parrott—my
concern with the administration’s proposal is that in my district of
southern New Jersey, families with an adjusted gross income of
less than $20,000 a 'lyv'}elar are not worried about how to send their
children to college. They are worried about avoiding homelessness.
They are worried about having money to take the bus to work, if
they have a job.

I don’t know man geople in the Northeast who have a family
income of less than §2 ,000 a year who own a home. It strikes me
that if we are trying to get to the issue of how much of one’s equity
one should be required to contribute and liquidate, that this is a
standard that probably misses—and this is a guess not an asser-
tion—but it probably misses 98 or 99 percent of the families that
we are here talking about today.

Ms. Thomas-Parrott?

Ms. THOMAS-PARROTT. A couple of things. First, the application
bypass that CSS is proposing would include the working poor as
well as the nonworking poor. Su, in fact, dependont student filers
whose parents earned less than the IRS earned income credit
would be excluded from any information other than demographic
information.

Mr. ANDREWS. Automatically?

Ms. TrHoMAS-PARROTT. Automatically. Therefore, that group
would be excluded from home equity should there be a home that
they owned in that. But our concern with the proposal that eithe:
has a cutoff or that totally eliminates home equity, really centers
on four things.

One is that we believe, or it is true that homeowners compared
to renters are already protected from rising housing cosis. That
really is the issue behind the asset from a home. It is not the ex-
pectation that anyone will have to liquidate their housing asset to
pay for college; it is that their costs are fixed—
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Mr. Anprews. With the exception of property taxes and utilities,
I think that’s true.

Ms. THoMAs-ParroTT. Yes, in fact, the protections that are cur-
rently in need analysis mitigate some of that. The other thing—
and you pointed this out—is that homeowners are generall
wealthier than renters. The last data that we've seen in 1987,
homeowners’ average household income is over $31,000. The aver-
age income for renters is about $17,000.

Homeowners are more likely to be white than black, and so we
believe that there would be some redistribution of aid from black
families who are renters to white families who are homeowners in
this. Nirety-two percent of all owner-occupied housing units are oc-
cupied by white households.

And, homeowners already receive favorable treatment under the
income tax code that's not afforded to renters. In fact, if a family
were in a financial position to take out a home agity loan, they
would get tax deductions for that, while a renter taking out a com-
mercial loan would not have that deduction.

We believe that in the pro that we've developed, that the
benefit is that any family whose housing has increased in value
beyond the amount that they could reasonably afford today, that
amount would be excluded from the computation and, therefore,
that equity would be protected.

Mr. ANDREWS. Let me just make sure that I understand for the
record the proposal that gou have advanced on behalf of your orga-
nization. Go back to my bus driver/cafeteria worker example—and
let’s round their income off to $30,000 to make it easier.

As I understand it, the first $90,000 of home equity that that
fam‘i’ly had would be excluded from the calculations. Is that cor-
rect’

Ms. THOMAS-PARROTT. No, the reverse.

Mr. ANDREWS. Only the first $90,000 would be counted?

Ms. THoMAs-PARROTT. Exactly. And if the home had escalated, as
some in New Jersey have, to $200,000, then that amount over
$90,000 would not be included.

Mr. ANDREWS. It's interesting the point that you make that we
have many families in New Jersey—I just know this anecdotally,
I'm sure that our student could tell us this as well, and did, in fact,
tell us this earlier—that we have many families in New Jersey
that find themselves owning a home with a market value of
$225,000, but they have incomes of $30,000.

Ms. THoMAs-ParrorT. That's correct.

Mr. ANDREwS. That is, in part, a property tax problem, but in
part an aid problem as well. Mr. Sawyer?

Mr. SAwYER. Mr. Chairman, could I just ask you to yield for just
a second?

Mr. ANDREWS. Sure.

Mr. SAwYER. You used the term ‘‘equity,” and you used the term
“market value,” are we confusing them or are we-—-

Ms. THOMAS-PARROTT. Yes.

Mr. ANDREWS. Yes, we are.

Mr. Sawyer. We are talking about market value, are we not?

Ms. THoMASs-PARrROTT. Home value cap.

Mr. SawYER. Thank you very much.
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Mr. ANprews. That’s right. Your point is it's not the market
value, it's the equity that the person has in the home.

Ms. TroMAs-PArrorT. No. It’a the home value.

Mr. ANDREwS. Right. Ms. Hicks.

Ms. Hicks. 1 was going to clarify that. In the example that you
were using of the $30,000 income, the home value is capped at
$90,000. If they still had a $50,000 mortgage, that would then be
subtracted from the $90,000, so that their equity would be $46,000,
so you work down to the equity.

at Mr. Farrell was mentioning, the $40,000 equity is then sub-
ject to a further allowance, something called an asset protection al-
lowance, which is applied against all assets, cash and nonliquid
assets, and it roughly is around $40,000. It varies by the age of the
parent, because the closer you are to retirement the more assets
you would protect.

It also varies by the number of people in the family, whether it
is a one or two-parent family. $40,000 is a good median figure to
keep in mind.

One other thing I would add, I think Ms. Thomas-Parrott quite
well articulated the reasons that NASFAA adopted the CSS propos-
al on capping home value. I mentioned earlier that it tends to ben-
efit families who bought homes many years ago who could not
afford to buy those homes now. It also tends to benefit older par-
ents, because *house people would be on incomes, very often, less
than $20,000

Mr. ANDREWS. Right.

Ms. Hicks. [continuing] and might have decided not to gell their
home for retirement, but are living in the home simply covering
property taxes and utilities, so it benefits that group.

Mr. ANDREWS, Yes, ma’am?

Ms. THoMAS-PARROTT. If I might add one more thing? The con-
cern with a number, $20,000, $30,000, $40,000, whatever, is that at
$40,001, that family is fully taxed, versus our proposal which looks
at home value across all income.

Mr. ANDREWS. Okay. I’m going to yield to my colleagues. I'll just
make this point. It's a theme to which I'm sure we will be return-
ing in September. I hope that the debate avoids the trap, as I be-
lieve we have avoided today—avoids the trap of characterizing the
choice that Congress has to make as being one between targeting
resources toward those who are desperately in need, and taking
them away from others, and leaving the status quo where it is.

I hope the issue and the debate becomes one of how to meet the
educational needs of all the families that we are talking about. I do
not want to have to choose between the renter family that makes
$23,000 a year and the homeowner family that makes $46,000 a
year.

I think if we pay proper attention to default reform and free-up
dollars that are presently being wasted, if we pay proper attention
to shifting other resources by maximizing the dollars we are al-
ready spending in our lending Kro&rams more toward students and
less toward other interests, I think that we can mitigate the issue
and move on to different choices. I thank you and I will next turn
to Mr. Sawyer.
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Mr. Sawyer. Thank you Mr. Chairman. I really do not have a
question today so much as an observation. It seems to me that
much of what we are talking about, much of the difficulty and the
complexity that we face, is a result of requirements from the time
when these programs were put in place with a presumption, large-
ly, of the traditional college student.

What we are seeing here is a change that is driven not only by
the changing demographics of the campus but, in many ways, of
the Nation itself. The population that not only wants higher ecuca-
tion but needs higher education, has changed markedly in the last
25 years. The demographics of the campus has changed, and of the
American family.

Along with that has come a change in what we mean by “need,”
defined in family terms. Where once this usually was a family in
which the student was the offspring, in far greater numbers today
we are seeing a family in whicﬁ the student is the parent. I'm not
sure that we've come to grips yet with the different set of needs
that are embodied in that circumstance.

As we look at the way in which the policies that have been pro-
posed here will change the distribution of access to assistance, it
seems to me that we need to take into account that profound
change and what the consequences will be of each of these policies
in those terms. -

Enough of observation. Thank you.

Mr. Anprews. Thank you very much.

Mr. Reed?

Mr. Reep. Thank you, Mr. Chairman. With your indulgence I
would initially like to recognize two Rhode Islanders who arc with
us here in the audience, Woody Farber,.who is the Executive Direc-
tor of the Rhode Island Higher Education Assistance Authority,
and also Iwnn Burns, who is the Director of Student Financial Aid
at Roger Williams College in Bristol, Rhode Island. It's nice to see
Rhode Islanders is coming down and checking on my activities.

Mr. SAwYER. As well they might.

Mr. Reep. As well they might. Thank you, Mr. Sawyer.

Mr. AnNDREws. Let us know if you find anything interesting,

okay?

Myr. ReED. Pretty dull guy. Anyway, I'd like to first address a fu v
comments to Mr. %,‘arrell. I know the Chairman sturted off with his
update on correspondance, and I'd like to do that also.

I'ii like to thank you for your letter to me of July 12, 1991 as
many people don’t realize, in Rhode Island we have a serious prob-
lem with frozen assets in closed financial institutions, and we have
been working with the Department of Education to help us so that
in the calculation of student aid for students going on to c.llege
t};)is year, that we could recognize that those assets are not avail-
able.

I want to thank you for your efforts particularly in your regional
office in dealing with this problem and alerting New England Re-
gional College Aid administrators of the problem, and also in your
contract with the National Association of Student Aid Administra-
tors. I appreciate that, Mike.

You also suggest in the letter that perhaps one solution is defer-
ring out of State education plans or going to low cost institutions in
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State. I don’t think that’s the best solution to the problem, and I
would hope that mﬁether we could do more. I applaud you with
what we've done to date, but I hope we could do more.

This brings me to a specific question that goes back to your testi-
mony in that you have asked, 1 believe, that in the Higher Educa-
tion reauthorization, the Secretary be given certain iscretion to
exempt students or classes of students. Is that a correct reading of
your testimony with respect to the aid calculation?

Mr. FARReLL. We've asked that the Secretary be given authority
to establish regulations that would recognize certain special catego-
ries of students for treatment that would fall outside the formula
where appropriate.

Mr. Reep. Now, would this be—the example in Rhode Island—
would that be something that tg'pically could be dealt with this
way, this extraordinarr situation?

Mr. FARRELL. Possib f'

Mr. REeD. Possibly. It seems to me that, again, for those people
who have not been tuned in to this particular problem, we have
people who don’t have access to funds, and yet under the Congres-
sional formula, they must count those funds as part of their assets.
Therefore, there are some people, we've been told, who simply
cannot receive aid because they have money—supposedly have
money in tnese credit unions, but they really don’t have it.

1 would hope that if you are contemplating, not just for the
Rhode Island situation but going for vard, discretion for the Secre-
tary pursuant to rules and regulations that we would have notice
and comment, that that might be a way to address these extraordi-
nary circumstances and provide additional relief.

It seems to be absolutely ludicrous to penalize people and stu-
dents from going to college because they have been caught up in a
financial crisis and they really cannot use these monies even
though, legally, they have a claim to them. I would hope that in
your contemplations of this particular aspect you would follow
through on that, Mike,

Mr. FARRELL. Yes, 8ir.

Mr. Reep. The major issue that I want to talk about is home
equity. It is an issue that has preoccusied the panel. I'm glad to see
that everyone seems to agree that we have to do something about
home equity in the calculation of financial need. I have taken a
much more aggressive posture than, I think, all of the [)anelists, be-
cause 1 have submitted legislation, along with my colleague Patsy
Mink of Hawaii, to exclude first home residences and farms totally
from the calculation of financial need.

I do say one principal reason is because of the regional inequal-
ities. We have seen in the Northeast particularly, an extraordinary
ﬁowth in real estate values. The same home in some place in the

idwest perhaps, or rome other region of the country, in fact even
a more luxurious home, would cost less, and in fact these people
might ﬁualify for aid much more easily than a more modest home
in my Rhede Island or New Jersey or e sewhere.

That is a significant problem. The other problem is that it tends
to reflect a broader problem that we see daily, and that is middle
class families, with both parents working very hard, trying to send
children to school, and they are getting absolutely nc aid from the
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Federal Government, while they are, in fact, contributing substan-
tial amount of tax money to the Federal Government, State gov-
ernment, and local government, and everything else.

This is a real change from about 20 years ago when I was ready
to go off to college when aid to middle class Americans—financial
aid, Pell Grants, Stafford Loans, et cetera—was much more accessi-
ble. In that context, I think it is appropriate if we can review the
bidding on this whole notion of equity. As I understand the plans,
Mr. Farrell, your plans would exec(lude $20,000 or less income, then
the equity component would drop out.

NEA is calling for a $40,000 income cap and then equity falls
out, and the plan would call for excluding above three times
income. I have problems with all of these. I think I echo Mr. An-
drews comments, Mr. Farrell, that, practically speaking, that's a
nice gesture but, in fact, I think in a sense it is a gesture because
people with $20,000 or less family income are usually not home-
owners. If it is, it's not a home that I think—well, again, I won't go
any further characterizing, but I just don’t think it's a significant
step forward. X

I find the NEA proposal at $40,000 again, that might be the
median family income, but with two spouses working, which is
typically the case, you are not going to reach what I would consider
to be the vast majority of working American families who need this
type of assistance so their children go to school.

Your proposal could be more generous, but also, again, let’s
assume, if you've got two people working and you are fortunate
enough to have a $g20,000 a year job, they've got a $120,000 thresh-
old to get over before they can exclude any bit of it. That I don't
think is %oin to give immediate relief.

What I'm hearing, what you might be hearing too, is that these
are the particular situations that people are complaining that they
can’\il qualify for loans because of equity. Having that long prelude,
touche.

Ms. THomas-Parzort. Two comments. One is that—and I know
we are not supposed to think about fiscal constraints as we talk
about authorizing the programs, but it keeps creeping in because,
clearly, if we had enough money to {und all of this, your proposal
would be acceptable to everyone.

But you mention that these families aren’t qualified for loans,
and I think that, in fact, there is a way to work a home equity ex-
clusion by program so that we cculd exclude home equity from
being counted for Stafford Loan participation and, in such a way,
not have the fiscal concern that I think is present, perhaps not
here, but outside of these doors.

I think thas, in fact, the GSL has probably a very workable solu-
tion.

Mr. Reep. Other comments? I think this is a——

Mr. PACKER. I would say that in terms of—I would share some of
the concerns about excluding all home equity for all families.
There was an analrsis that the CSS did that looked at reductions
in average parental contribution if you eliminate home ecauity, and
it just exponentially increases so that higher incon:e families earn-
ing $50,000, $60,000, $70,000 would have their parental contribution
reduced by up to $2,500 almost, whereas, under our proposal, any
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reductions would occur only in moderate income families and actu-
ally concentrate benefits more on moderate income families than
capping it at three times.
ere is an example in our testimony based on CSS'’s data, that
for a family earning between $25,000 and $30,000, or families in
that range, the average parental contribution reduction in that
range under our proposal would be $652.
nder the College Board proposal, it would be about $297. 1

think it’s a point to look at all of the numbers under whatever pro-
posal to see who benefits, how much they benefit, how does that
effect other students? I think part of the goal should be, in this or
any other aspect, to achieve some equity so that contributions do
increase as garents’ incomes ?o up, and that we do have some
equity and that upper-income families not suddenly have huge po-
tential increases in their financial aid eligibility.

Mr. Reep. Let me follow up. Do you have studies available that
sort of trace out——

Mr. PAcKER. I'm quoting from CSS's study.

Mr. REgp. And that’s within the record here today?

Ms. THoMAS-PARROTT. The studies are not, but we can provide

them.

Mr. Reep. Would you do that, please?

Ms. THoMAS-PARROTT. Certainly.

Mr. Reep. I think the one analytical point would be evaluating
the impact of these varied proposals on the population we are
trying to help, which is basically middle working-class Americans,
and see who weuld fare better under what proposal, £o those would
be very helpful to us, and I would appreciate it if you would give
them to the committee.

Yes, ma’am? I just have to make sure that I can remember if 1
owe you any money. [ don't think so.

Ms. Hicks. I think you are headed in the right direction, and I
congratulate you on introducing that le%islatlon. Like the other
two speakers, I think you are going a little further than we think

you should fo in terms of trying to maintain the kind of equity be-
tweentsfami ies applying for aid and also given the fiscal con-
straints.

I was quickly trying to do another mathematical calculation
bused on the family that you presented. You said two people, each
earning $20,000, if I recall correctly, so total income would be
$40,000, Let’s say that the home is worth $240,000, something that
they bought years ago, it's now worth $240,000. Let’s just say they
own it outright, give you that example.

Their home asset value would be capped at three times income,
$120,000. If you kind of just trust my calculations of how that car-
ries out through the rest of the need analysis, we mentioned that
there is another $40,000 that would be offset as allowance against
retirement, they would end up with an increased parent contribu-
tion of roughly $4,000 at the highest taxation rate, which I do not
believe they would be in, and yet theg would own a home outright.

They could even go and get a PLUS loan, which provides a maxi-
mum of $4,000, to cover that. So that just gives you roughly an idea
of how home value translates into cash for college. I think that this

approach has a lot of value because it’s not a blunt instrument, it's
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more sensitive to not skewing the differences between all types of
families we are trying to serve.

Mr. REep. Yes, sir, Mr. Fitzgerald.

Mr. Frrzcerarp. If I might add another dimension to this. The
Advisory Committee doesn’t have a specific proposal on the elimi-
nation of home equity, but to the degree, and this is recognized in
the committee’s recommendations, to the degree that Congress is
interested in doing something, whether it’s up to an income level
or total exclusion—Mr. Andrews, for example, one of the numbers
that we've seen is that it would cost $200 million to totally elimi-
nate home equity in the Pell Grant program.

To the degree that you are interested in eliminating it below a
cap, it provides the Congress a tremendous opportunity to achieve
another goal, that is simplification. I think our chairman, Dr.
Koplik, referred to some data that IRS ran for us before, and that
suggests that once home equity is eliminated, there are virtually
no other meaningful assets for the families who qualify for the
simple needs test.

Just picking a number, for example, if one were to eliminate
home equity up to $40,000, one would have tremendous flexibility
in adjusting that simplified need analysis, because, once eliminat-
ed, once home equity is eliminated, IRS data suggests that there is
really not much left.

Mr. Reep. Let me follow up, Mr. Fitzgerald, on a thought I had
when I was hearing the discussion about eliminating or simplifying
greatly the low-income application forms. What we are talking
about really is transaction costs; the difficulty of filling out the
forms and things like that. Typically, in this society we ration
things by cost. /

I'm just wondering if anyone has thought through the problem in
terms of what happens when there is an easier form. Again, we
persistently are hearing horror stories about people being recruited
from unemployment lines to go sign up for student loans and
things like that. Presumably, at least the agency or school would
have to be clever enough to fill out the formns.

Is there any thou%rht as to what might happen in terms of if we
sin&rlifgl it totally? I raise the question sincerely, with just a—

r. FirzceraLb. Mr. Reed, I'm sure there is some concern about
that, and certainly integrity is a central issue in all of these discus-
sions. I think, in reality, those who would circumvent the rules, the
best intent of the programs, would do it under a simple or complex
system. In the committee’s view, simplification merely gets the
system out of the way of those students who don’t benefit meaning-
fully from the procedures, the data collection, the subroutines.

I think there is some concern expressed by members of this sub-
committe: about special treatment of AFDC recipients, for exam-

le. There are many ways to simplify this process. For example,
nator Simon reflected in a hearing over on the Senate side in
April, which was held on simplification, that when key simplifica-
tion steps were made early in the 1980’s, particularly in the loan
programs, that many of the students who came into the programs
would have been eligible under the old criteria.

There really are no data out there to back many of the assertions

up about what might happen in this regard. It's a concern. I'm not
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sure having a complex versus a simple process will really affect the
integrity-related concerns. I think it can benefit very substantially
those who should be in the programs legitimsately.

Mr. RegD. Let me ask a final question for the panel. A major con-
cern I think we all have collectively, both the subcommittee and
you ladies and gentlemen, is ensuring access to higher education
for the full spectrum of Americans, which includes middle working-
class Americans. We focused today on one aspect, and that’s the
home e(‘uity issue.

I would just like to get your opinion or impression of what are
¢i-2 impediments other than home equity? Is that the only one, or
is that the most important one, to meaninﬁful financial assistance
to working middle-class Americans for igher education? Any
thoughts you have I'd appreciate.

Yes, go ahead.

Ms. Hicks. To be hone:i, a major impediment is lack of funding.

Mr. Packer. In the Pell Grant program, the higher the maxi-
mum award, the higher up the income scale the eligibility goes
since the awards are bases on the maximum minus your needs.
"Tue higher the maximum, the more people with smaller need but
still have a need become eligible. The same with campus-based or
an&thing else. The more money, the more people become eligible.

s. THoMAS-PARROTT. I think another issue is depending on how
one defines middle income. It's an information issue. I think that
there are people who believe that they are not eligible and there-
fore they don’t apply or who, because of the system as it is current-
ly set up, get a denial of Pell eligibility and assume that that trans-
lates into all other Federal programs.

Moving toward one methodology will help middle income people
who currently get a Pell rejection to understand that that does not
mean all Federal aid.

Mr. Reep. Let me ask one of the experts on the lpanel.

Tajel, you are—I would assume you wouldn’t classify yourself as
independently wealthy and a world traveler and bon vivant, nei-
ther would your fam‘i‘l{. Did you sense that you were being ex-
cluded from meaningful Federal assistance?

Ms. Suan. As far as I believe, the original intention when I first
looked into getting Federal financial aid was that I was going to
%et a grant. | was fortunate enough to have some members of my

amily who had gotten a higher ucation, so that the early inter-
vention that was necessary was already done. In most cases that
isn't done and that’s not true.

We categgrize an income of $20,000 as working class. As Repre-
sentative Andrews noted, these families eren’t talking about higher
education, they are talking about day-to-day survival. We need to
get to them as early intervention and do a really successful publici-
ty campaign so that they know that they can go to college, and so
that they can start taking those classes, those algebra classes that
they need, and make sure that they make those choices from the
very beginning so they can prepare ior it.

I'think it is the basis of all of these different things, of not being
able to get grants we were supposed to in the original intention of
the Higher Education Act. Not even having the hope—1 mean we
have lost hope in the working-class, of going to higher education,
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and really not having the money at all, and the issue of home
equity as well. I think it's all these issues all rolled up in one.

Mr. Reep. Thank you very much.

Thank you, Mr. Chairman.

Mr. ANprewS. Thank you, Mr. Reed.

I want to extend on behalf of everyone on the committee our ap-
preciation for the excellent quality and interesting testimony. The
committee will stand adjourned until tomorrow at 9:30 for the final
in our series of hearings.

[Whereupon, at 12:15 p.m. the subcommittee was adjourned, sub-
ject to the call of the Chair.]
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The subcommittee met, pursuant to notice, at 9:30 a.m., Room
2175, Rayburn House Office Building, Hon. William D. Ford [Chair-
man) presiding.

Members present: Representatives Ford, Hayes, Lowey, Payne,
Unsoeld, Washington, Serrano, Mink, Andrews, Jefferson, Reed,
Roemer, Coleman, Molinari, Goodling, Petri, Roukema, Gunderson,
and Barrett.

Also present: Representative Clay.

Staff present: Thomas R. Wolanin, staff director; Maureen Long,
legislative associate/clerk; Diane Stark, legislative associate; Col-
leen McGinnis, legislative associate; Gloria Gray-Watson, adminis-
trative assistant; Jennifer Cable, staff assistant; Rose DiNapoli,
professional staff member; Jo-Marie St. Martin, education counsel;
and Beth Buehlmann, education coordinator.

Chairman Forp. I am pleased to convene this, the final hearing
on the reauthorization of the Higher Education Act of 1965. When
we started out earlier this year, Mr. Coleman and I asked over 150
organizations to give us their advice on what they would like
higher education legislation to look like for the balance of this cen-
tury, literally. More than 100 organizations gave us detailed reac-
Ei\on?l to that invitation before the beginning of these hearings in

pril.

Since that time, other organizations have come forward with ad-
ditional ideas. We will conclude today 44 days of hearings and, 1
think, about 400 witnesses. We've heard from deeply frustrated
middle-income parents who see their children’s college dreams sti-
fled. We've heard from students who sell their blood to pay their
school bills, and who drive themselves into the hospital with ex-
haustion and pneumonia as they struggle to hold a job while keep-
ing up their studies.

We heard from other students who defer medical and dental
treatment and live on peanut butter and pasta so they can stay in
school. We heard from a young woman who survived in school only
because her T5-year-old grandfather went back to work. We heard

(119)
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from a young black man who believed for many years that black
men could only go to college if they played basketball or football.

It is clear that America needs more people trained and educuted
beyond high school. It is equally clear that the thirst for a better
life through education is unslaked in America’s working and
middle income families.

Finally, it has become obvious that the Higher Education Act re-
quires a major overhaul to meet the needs of this Nat‘on for edu-
cated citizens and to fulfill the aspirations of Americans eager to
imgrove themselves and their country.

ur quest for information and ideas has been an unprecedented
one in the dimensions of the history of the Higher Education Act,
heth in volume and geographical scope.

It has been & massive undertaking by the subcommittee. I think
e.ery member of the subcommittee who has plodded through and
stuck it out for these hearings here in Washington and across the
country, has earned the gratitude of every student present and
future in this country. Because from that, there is emerging a pic-
fure that should give us something to work on to develop this legis-
ation.

Last week we had five hearings. We've had 19 hearings in 18
States, and 24 hearings here in this room. We have conducted two
joint hearings with the Senate. We've heard from a total of 447 wit-
nesses: 56 of them were students; 40 of them, financial aid adminis-
trators, 138 of them were presidents or chief executive officers or
top administrators of institutions: 47 from public 4-year institu-
tions, 46 from private institutions, 18 from community colleges, and
27 from for-profit trade schools.

Contrary to the last reauthorization of this act, the administra-
tion has appeared before the subcommittee 13 times. In fact, the
two witnesses who appeured before this subcommittee and did
yeoman work in preparing for and responding to the subcommittee
are Mike Farrell, the Acting Assistant Secretary for the Office of
Postsecondary Education, and John Childers, the Deputy Assistant
Secretary for Higher Elucation Programs. Each appeared four
times before the subcomraittee.

Thirteen members of ‘“ongress have presented testimony before
this subcommittee, and we have, I think, three more today, starting
with our own colleague Marge Roukema. We've conducted field
hearings all over the country from Rhode Island to Hawaii, and
from Montana to New Orleans. The subcommittee has convened in
downtown Manhattan and, thanks to the gentlemen from Nebras-
ka, among the cornfields of Nebraska.

After we conclude today’s hearing, we will work to thoroughl{
revise the Higher Education Act to address the loan grant imbal-
ance, restore access to Federal student aid to working and middle-
income families, ensure the integrity of the student aid programs,
simplify the application process and delivery system, serve more ef-
fectively nontraditional students, and strengthen early interven-
tion and outreach programs.

Today, we have several witnesses. We will start with our own
colleague Marge Roukema, but before we proceed, Marge, are there
angdother opening statements?

rs. RoUKEMA. Yes. Thank you, Mr. Chairman.
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Chairman Forp. Would you like to make an opening statement?
1 Mrs. RoukeMA. I would like to make an opening statement. May

Chairman Forp. I want to let the members do that too before we
start your testimony.

Mrs. ROUKEMA. I'm sorry.

Mr. CoLEMAN. Mr. Chairman?

Chairman Forp. Mr. Coleman?

Mr. CoLEMAN. Perhaps I should say a few words on this semi-his-
toric occasion of the conclusion of this year’s our hearings on
higher education and reauthorization. I want to commend the
Chairman for his fairness and understanding in holding all of these
hearings and meeting all of the requests of the Republican mem-
bers on this committee to have either witnesses or bills heard, or &
field hearing.

That has enabled us to, I think, lay a basis for what I hope will
be a bipartisan bill, as we struggle to meet some of thos: chal-
lenges which you mentioned in your remarks. I also remember
some of the very itive things that we’ve heard from people
about our higher education system; how it’s looked upon through-
out the world as probably the finest system of higher education.

So, while we certainly have problems, we certainly don’t want to
forget the very good things about our system. We need to keep
them and to build upon this solid foundation. You and I have had
meetings and we expect to have some drafts prepared.

I'm very optimistic that we are going to be able to put together a
bill with which, like we did 5 years ago, we can go hand-in-hand to
the floor and get it passed by a wide majority. Much of that suc-
cess, if it comes about, will be the result of your leadership. I want
to say that it has been a pleasure working with you through this
process.

I certainly anticipate a continueation of that type of relationship
as we go into the most interesting and most difficult part, in some
cases. And that is putting our feelings and concerns on paper; ex-
Et;essed in a legislative form. I want to say on behalf of all of the

ublicans, thank you, Mr. Chairman, for the series of hearings
and the manner with which you have treated the minority.

Chairman Forp. Thank you, and before my Democrats get too ex-
cited, we had just as many hearings in Democratic districts as Re-

ublican. I would like at this point to thank the gentleman for his

ind remarks. It's been a real pleasure working with you this year,
Tom, and I hope it continues until we have a finished product. I
don’t remember one incident where we had to spend more than a
few minutes to resolve problems as they #rose.

Members of the subcommittee coming from a State where only
one member on both sides of the aisle was from a State were one
problem. Members coming from States where there were three or
more members from the same State on both sides of the aisle was
another problem.

I don't remember that we've ever had a disagreement between
the majority staff and the minority staff on where and when the
hearing was going to be held and who the panel was going to be.
They've worked well together, and all of the members of this sub-
committee should be grateful for the work that the staff on the ma-
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jority and minority sides have put in to make sure that the hear-
ings were something that I think reflect great credit to this sub-
committee and prepare us to do a good job.

If we make mistakes from here on, it's our own judgment, not for
want of trying. The staff on botl. sides have worked closely togeth-
er to make sure that this happened.

Now I'll recognize the gentleman from St. Louis, Mr. Clay.

Mr. CLay. Thank you, Mr. Chairman. Today the subcommittee
finishes its hearings on reauthorizing the Higher Education Act.
This subcommittee has heard from every segment of suciety on the
need for the Federal Government to continue and expand aid for
people who want to pursue an education beyond high school.

We must not be meek in saying that the Federal Government
must do more, not less and not the same, in order to further edu-
cate our people. Education historically has been the linchpin which
has mobilized and unified our Nation. It is important that we pro-
vide the necessary resources in order for higher education to be a
catalyst for our national growth and prosperity.

As one reads the extensive testimony which was presented
during the course of these hearings, one is struc« by the dedication
and high resolve of the people who are involved on a daily basis in
our institutions of higher education and who are committed to the
optimum utilization of our human potential.

It is in our national interest that the Higher Education Act be
reauthorized and supported by all of us very enthusiasti